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Facts, Graphs and Statistics that will help you make your 1927 Business and Investment Plan 
Free to Yearly Magazine Subscribers 





Announces the Publication of its Fifth Annual 


MANUAL 


A Year Book of Financial, Industrial, Security and Economic 
Data. It is a most complete and helpful Manual prepared in 
a unique style, that saves the investors’ time and yet gives 
them complete information on every important industry and 
security. 


Yearly Magazine Subscribers Get This Volume Free 


” HIS volume, issued on February 19, 1927, contains in statistical and text form, 
Because of the success of this information that will be invaluable as a foundation upon which to construct your 
book and the enthusiastic re- business and investment program through 1927. 

ception given it by our sub- 
scribers, it is now published The contents of this Manual have been selected by experts who devote their entire 
regularly every year. This time to analyzing business and investment conditions. They know what facts and com- 
Manual is not for sale and narisons will give you a basis for analyzing and forecasting business conditions and 
can be secured only through :electing profitable investments. In this new Manual we give this information in handy 
our FREE OFFER. | reference form. It also enables you to determine the comparative strength or weakness 
of securities in the same groups. 














By publishing this Manual in February it is possible for us to include the Annual Reports of a large number of 
corporations as well as preliminary annual statements. | This book will be of tremendous help to every business man and 
investor throughout the coming year in making their investment and trading selections. Among other important features 
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him to determine the real trend of the company’s affairs. 
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What’s Wrong With 
Oil Stocks? 


Last August we raised this same question, in The Magazine of Wall 
Street. In spite of wide-spread bullishness on oils at the time, clients of the 
American Securities Service were advised against loading up with oil stocks. 


Now, though the general market is up, oils are down 3 points. 


What next? Earnings of certain companies are show- 
ing up well. According to Wall Street gossip, oils before 
long will lead the market. What are the facts? 


Are technical market conditions and basic conditions of 
_ the industry now right, for a broad advance? 
Or do weaknesses exist? Will oil stocks 
disappoint those who put money 
into them? 


Another impartial analysis, up-to-date, with specific recommendations, is 
now being mailed our clients. It should prove valuable, like our report last 
August was? Few extra copies available free. If interested in oils you 
should not fail to send for it. 


Clip Coupon at Right 


American Securities Service 








Suite 1033 . 
Corn Exchange Bank Bldg. 
New York City. 


American Securities Service, 
1033 Corn Exchange Bank Bldg., 
New York. 


Send me “Special Report on Oils,” also copy of 
“Making Profits in Securities,” both free. 
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Your Money ts SAFE 
in SMITH BONDS 


HE safety of Smith Bonds lies in the essential character 

of their basic security—modern, well-located apartment 

buildings and office buildings in important cities of the 
eastern United States. 


As long:as these large cities exist, there will be a demand, in 
good localities, for large buildings in which to live and to do 
business. Such properties produce constant and substantial 
incomes, and give lasting protection to investors in First 
Mortgage Bonds. 


The F. H. Smith Company’s record— 


No Loss to Any Investor In 54 years 


—is due, largely, to the policy of accepting only conservative 
first mortgages on high-grade properties, occupying choice 
sites in safe cities. 


Current offérings of Smith Bonds, in $1,000, $500 and $100 
denominations, pay 614%. State and Federal tax provisions 
increase the yield. 


Dh 
0} Qon $10.00 a month or $10,000 or more 


For men and women-of moderate means, and others who 
wish to invest as they save, our Investment Savings Plan 
offers the opportunity to buy 614% Smith Bonds by pay- 
ments of $10, $20, $30, $40, $50 or more a month. Regular 
monthly payments earn the full rate of bond interest—614%. 


Mail the form below for the 1927 edition of our booklet, 
“How to Build an Independent Income,” which shows how 
your money will grow at 612%, and for our new, illustrated 
booklet, ‘‘Fifty-Four Years of Proven Safety.” 


THE F. H. SMITH Co. 


Founded 1873 
SMITH BUILDING, WASHINGTON, D.C. - 285 MADISON AVENUE, NEW YORK, N. Y. 


CHICAGO PHILADELPHIA BOSTON PITTSBURGH ST. LOUIS 
BUFFALLO ALBANY MINNEAPOLIS 
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‘Who Should Buy ow 


Producing Securities? 


GLANCE at the stocks 
listed on the New York 


From an Appreciative Subscriber 


6%, he would find that the ac- 
tual cost of the stock by this 





Stock Exchange shows 
that not less than half 
the issues quoted pay 
no dividends. These 

: certificates represent 

properties of varying worth, 
some great and some small, with 
varying prospects. They have 
to be owned by someone or a 
collection of someones. Who 
should own them? 

We should say that, as a rule, 
the small investor should not 
own non-dividend paying stocks. 
Such issues are not only dis- 
advantaged on account of their 
inherently speculative nature 
but, since they pay no income, 
deprive the investor of the op- 
portunity of compounding his 
interest, practically the only 
sound way of building up an es- 
tate, where the individual is of 
moderate means and has no 
large income from business or 
profession. 

It is true, of course, that non- 





Jani -dy LIS. 
Editor, 
The Magazine of Wall Street. 


From the viewpoint of an in- 
dividual not versed in the ways 
of finance your magazine is 
proving to be the beacon light 
that is leading me out of the 
darkness of iimited means to a 
greater freedom and enjoyment 
of life, 

It is my earnest wish that the 
splendid service you are so 
consecratedly giving to the 
world meets with continued and 
increasing success and satis- 
faction to those responsible 
for your publication thruout 
the coming year. 


Very truly yours, 
H..: G4, "Cha cago. 
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time would have mounted to over 
$50 a share, so that he woula 
actually be holding his stock at 
aloss. Sooner or later, of course, 
Bethlehem Steel will pay divi- 
dends and will probably sell 
materially higher than present 
prices so that the holder, con- 
‘tent to wait, may still reap a 
fair profit. But it is easy to 
see that this is a speculative 
proposition and thus suitable 
only for those in a position to 
wait for such developments. 
It may be a slow way but, 
far more certain for the in- 
vestor, to buy sound income- 
producing securities and rein- 
vest the income. This will en- 
able him to plot definitely where 
he will stand financially at a 
given time. After all, there are 
so many sound securities avail- 
able at prices that net an ade- 
quate income that the investor, 
intent on building up an estate, 
does not have to depart from 
this field in search of specula- 








dividend paying stocks where 
they represent companies in an 
improving position, sooner or later 
may become dividend-paying issues 
and, by discounting such prospects 


through a substantial advance in the 


stock, make up to the investor his loss 
in interest and, possibly, an additional 
amount. But this is speculative. The 
investor can have no assurance that a 


non-dividend paying stock may sooner 


or later pay dividends, or, at least, he 
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The second installment will appear in the issue of February 


| Metals 
Chemical 


may have to wait for years before such 
a favorable development may arise. 
Take Bethlehem Steel common as an 
example. In 19238, the stock sold as 
low as 41. Today, it is selling at 48. 
A purchase at the 1923 low would at 
today’s price net a profit of 7 points 
but—Bethlehem Steel has not paid a 
dividend in all this period. If the buyer 
of stock in 1923 had figured interest at 


ks listed on the New York Stock Exchange. 


Oils Tires 
Steels 
Automobiles 


Tobacco 








tive opportunities. Significantly 
enough, the sound income-paying stocks 
such as the rails and utilities, for ex- 
ample, have advanced as far as any 
so that the investor, in his income- 
producing securities, has not only an 
opportunity to build up his income 
but his principal as well. Leave non- 
dividend paying speculative securities 
to those who can afford them. Remem- 
ber that income builds income. 











In Our Issues of February 12th and February 26th 
Two Special Dividend Forecast Issues 


These popular dividend forecast issues which we publish yearly are clearly two of the most valuable numbers issued 


They are always eagerly awaited by investors because they give the logical dividend prospects 
Every investor therefore receives in 


these two Forecast numbers information as to his present holdings as well as any future commitments which he may 
\ Specific recommendations are made so that you know what action to take. : 
The first will appear in our February 12th issue and will forecast dividend changes in all important securities in 


Railroads and Public Utilities 


26th and will cover the important securities in the 
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NEW ISSUE 





$1,000,000 
The J. Frank Darling Company 


First (Closed) Mortgage 7 % Convertible Sinking Fund Gold’ Bonds 


To be dated February 1, 1927 To mature February 1, 1942 


Interest payable February 1 and August 1 without deduction for Normal Federal Income Tax up to 2% per annum. The Company agrees 
to reimburse holders upon proper application for income, personal property and securities taxes of political subdivisions of the United 
States not exceeding % of 1% of par. Redeemable as a whole or in part on any interest date on thirty days’ notice at 
and accrued interest. Coupon Bonds in denominations of $1,000 and $500. Registerable as to principal only. 





FIpELITY-PHILADELPHIA TRuST COMPANY, PHILADELPHIA, Trustee 





Sinking Fund, commencing 1929, sufficient to redeem this entire issue at or before maturity through purchase 
at not exceeding 105 and accrued interest, or through call by lot at that price. 





The following information has been furnished by Mr. J. Frank Darling, President of the Company :— 


Company: The J. Frank Darling Company, incorporated under the laws of Delaware in 1927, has acquired the entire 
assets and going business of The J. Frank Darling Company (incorporated in New York, March 18, 1918, to take 
over the assets and to continue the business started in 1916 by Mr. J. Frank Darling), together with a valuable 
water-front property (with three direct trunk line road connections), comprising some twelve and one-half acres 
located in Wilmington, Del., on which there is to be erected a complete new plant of a capacity for the manufacture 
of over 5,000,000 yards of hard-surface floor coverings annually. 


Security: These bonds will be the direct obligation of The J. Frank Darling Company, secured, in the opinion of 
Counsel, by a first (closed) mortgage on the Company’s entire fixed property. A completion bond covering the 
construction of the new plant at Wilmington will be furnished the Trustee. 

According to the balance sheet of the Company as certified by Messrs. A. S. Fedde & Company, Certified Public Ac- 
countants, The J. Frank Darling Company is in a strong financial position with current quick assets, after reserves 
for its complete construction program, of $628,558.24, against current liabilities of $183,582.98—a ratio of over 3.4 
to 1. Eliminating all items of good will, this statement shows $2,238.27 of assets for each $1,000 par value of bonds. 





Earnings: H. M. Haven & A. T. Hopkins, Inc., Engineers of Boston, have estimated the net profits of The J. Frank 
Darling Company applicable to this issue after all charges, except taxes and depreciation, for the first full year 
of the operation of the new plant at $520,000. Earnings on the same basis have been estimated by the Officials of 
the Company at between $500,000 and $600,000 per annum. 

Such net earnings of $520,000 per annum applicable to fixed charges (including taxes and depreciation) are 
equivalent to over 7.4 times the maximum interest charges on this issue of First Mortgage Bonds and to over 4 
times combined maximum interest and complete amortization requirements. The audited accounts of The J. Frank 
Darling Company (New York) from 1922 to October 31, 1926, inclusive, with the addition of two months’ esti- 
mated earnings and the elimination of certain extraordinary withdrawals and expenses, show average net earnings 
materially in excess of the interest charges on this issue.’ 

The new plant at Wilmington will provide over 5,000,000 yards production (6,000,000 yards daytime produc- 
tion capacity), or an increase of 25% over the restricted yardage sold by the predecessor company during 1926. With 
a dependable supply of goods from its own mill a much larger volume of business could have been taken and 
manufacturing profits in addition to sales profits would have materially augmented the earnings. The new plant 
should enter production with a ready market for practically its entire output. 


Management: The management of the Company will be in the hands of men of long experience in the industry, 
including Mr. J. Frank Darling, President of the Company; Mr. Walter J. Binder, formerly Sales Manager and 
Secretary of Cook Linoleum Company, Trenton, N. J.; Mr. Samuel Spector, Treasurer; Mr. William H. Wells, 
formerly Operating Superintendent of Geo. W. Blabon Company, Philadelphia, and Mr. Herbert Plimpton, formerly 
Sales Manager Thomas Potter Sons & Co., of Philaddelphia, together with the entire organization of the prede- 
cessor company. 

The Board of Directors will include two representatives of the Bankers and Mr. John J. Raskob, General 
Motors Corporation, E. I. DuPont de Nemours & Company, Inc., Missouri Pacific Railroad Company, etc.; Mr. 
Henry P. Scott, President of the Wilmington Trust Company; Mr. Gerrish Gassaway, Manager of the Chamber 
of Commerce, Wilmington, Del.; Mr. J. Frank Darling, President of the Company; Mr. Walter J. Binder, Mr. 
Herbert Plimpton, Vice-Presidents of the Company, and Mr. Samuel Spector, Treasurer of the Company. 





Title insurance on both plants will be furnished the Trustee by recognized Title Insurance Companies. 
We offer these bonds when, if and as issued and received by us, subject to the approval of our Counsel, Messrs. Barnes, Biddle & Morris, of 


Philadelphia, and Counsel for the Company, William S. Hilles, Esq., of Wilmington, Del. It is expected that delivery will be made in the 
form of temporary bonds or interim receipts on or about February 1, 1927. 


Price 100 and Accrued Interest, Yielding 7% 


The above is subject to a circular, containing further information, 
which may be obtained upon request. 
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INVESTMENT & BUSINESS TREND 


Uncertain Trend of Business Thus Far—Brokers’ 


Loans—Interest in Low Priced Issues—Bond 


Market 


» INDICES of business thus far at hand 
uj are rather inconclusive as relating 
»| to the future of business. The Steel 
Corporation as of January 1 re- 
ported a fair increase in unfilled 
orders which, however, is less sig- 
nificant than indicated on surface owing to 
the fact that the bulk of the increase was 
due to the late placing of a single order from 
one of the company’s chief customers. Com- 
modity prices are comparatively motionless, 
with wheat rather conspicuously weak. Re- 
tail trade continues active but is slightly less 
than for the corresponding period last year. 
Automobile plants have resumed operations 
on a large scale, but in spite of brave words 
there is considerable misgiving as to the 
future, though several of the leaders will un- 
doubtedly exceed their record of early last 
year. Building is rather quiet but will 
shortly resume in a large way: it is not ex- 
pected though that operations ‘in the first 
quarter will equal those of the same period 
in 1926. Rail reports on freight car load- 
ings indicate about the same figures as last 
ear. 
‘ It must be remembered that 1926 about 
reproduced the generally high level of activ- 
ity in business of 1925, with most lines hold- 
ing to about the same levels and others even 
exceeding their 1925 levels. Several fell 
short. In 1927, there will probably be sev- 
eral factors likely to have a rather pro- 
nounced effect on the total of business activ- 
ity. Chief among these is the continued de- 
cline in agricultural purchasing power which 
is now at the lowest in several years, the ap- 
parent downward tendency in building and 
evidence of increased competition in auto- 


Possibilities —The Market 


Prospect 


mobiles. There must also be added the com- 
paratively low level of commodity prices in- 
dicating the effects of increasing production 
and availability of goods and materials. In 
1926, there was a clear tendency toward 
over-expansion based on then current pros- 
perity. This has added to competition in 
many lines and unless the average volume of 
business is to increase, the effects of over- 
capacity will be more prominent than ever. 
Domestic demand still continues on a high 
level and should continue so unless wages 
are lowered. Fortunately, there are no pres- 
ent indications of such a development. 
Weighing all favorable and unfavorable fac- 
tors, it would seem that the same close con- 
servatism which generally marked 1926 will 
continue in 1927, with high profit margin 
levels more difficult to maintain and with the 
best records enjoyed by the larger, more 
progressive and well-financed companies. 


WE 


AST February, at the 
LOANS the peak of the stock 

market, brokers’ loans 
stood at 3.5 billions. At the low of May, the 
figure was 2.7 billions and has since more or 
less steadily risen until at the beginning of 
the year, brokers’ loans have risen to prac- 
tically 3.3 billions, thus regaining not less 
than 68% of the total drop since last Febru- 
ary. It is revealed, however, that brokers’ 
loans of domestic banks in this period have 
actually dropped some 600 millions so that 
reason for the increase will have to be found 
in the added borrowings from private banks 
and corporations. The latter especially, ow- 


BROKERS’ 











JANUARY 29, 1927 


























1? he MAGAZINE of WALL STREET ' 





ing to their huge surpluses in cash, have been 
active in 1926 in the New York money mar- 
ket and have thus tended to alleviate the 
strain which otherwise would have been 
placed on the banks. These have been left 
free to extend accommodations to meet ordi- 
nary commercial needs. In a sense, there- 
fore, the free condition of the local money 
market depends on the grace of our wealthy 
corporations. Thus far, the latter are not 
generally extending their business activities 
and are thus free to accommodate stock mar- 
ket needs. An increase in business with con- 
sequent demands on working capital would 
inevitably result in withdrawals by these 
organizations. The strain of meeting the 
situation would then fall on the banks who 
are already carrying an increasing load of 
commercial paper. It will be seen that the 
margin between a condition of tight and 
easy money is not a great one. 


WE 

LOW-PRICED N_ interesting de- 
ISSUES A velopment in re- 

cent sessions of the 
market has been the rather unwonted activ- 
ity in lower-priced stocks. High-priced 
issues have been relatively quiet. The pro- 
cess is in reality one of necessary adjust- 
ment. During the past year, attention has 
been mainly centered on the high-priced 
stocks and others have been left to shift for 
themselves, sinking in many cases to prices 
lower than warranted by conditions and 
prospects. The present market seems dis- 
posed to take this situation into considera- 
tion and in adjusting the price level of many 
these in reality attractive issues is proceed- 
ing along logical lines. 


WR 


BOND HE extreme activity in 
MARKET bonds has been the re- 

sult, first, of the usual 
January investment demand; second, more 
or less uncertainty with regard to the future 
course of stock prices, and third, more than 
seasonal abundance of investment funds. 
Bonds have scored a very substantial ad- 
vance during the past few weeks, all classes 
participating. Activity has been perhaps 
most pronounced in those issues graded 
slightly under the gilt-edge group. It is in 
this section that yields from 514% to 6% can 
be found in issues representing companies in 
a condition of solid financial worth and satis- 
factory earning power. Among this group 
may be included convertibles and bonds with 
warrants which have proven extraordinarily 
popular among investors who hitherto have 
refrained from investing in any but high- 


grade securities. There is also a consider- 
able interest displayed in the more specula- 
tive issues but this represents purely the in- 
fluence of speculation in the market. Future 
bond prices of: course will depend on the 
money rate. For the time being, there is no 
reason to fear a higher level so that bonds 
are favored. It may reasonably be expected 
that they will continue to give a good account 
of themselves in the near future. 


ER 


ROWTH of - senti- 

ment among the rail- 
; way unions for 
higher wages is merely a reflection of a 
growing degree of uneasiness among labor 
in general. The soft coal union is preparing 
for what may become an extensive conflict 
on April 1, when the Jacksonville agreement 
runs out. Printers in New York have re- 
cently been successful in their demand for 
a slightly higher wage. Building labor, too, 
is not quite satisfied though it is difficult to 
see the logic of their position in view of the 
impending decline in volume of building 
construction. It is still too early to hazard 
an opinion as to future labor demands but it 
seems that underlying the situation is the 
possibility for more activity in this direction 
than we have had in several years. 


we 


S has been its charac- 
teristic for weeks, the 
stock market presents 

a curiously ragged appearance with cross 

currents of alternating strength and weak- 

ness. Such behaviour is typical of a period 
of lull in industry when it has not yet been 
determined whether the business trend is to 
be up or down. Thus far, indications of the 
business outlook are not sufficient to warrant 

a definite forecast. Railroad shares and, to 

a lesser extent, the oils are the only impor- 

tant points of public interest, a logical situa- 

tion since both groups represent essentially 
strong industries with sound prospects. Thus 
far, attempts to unsettle the market have not 
met with great success, due to the probability 


LABOR 
DEMANDS 


MARKET 
PROSPECT 


that strong banking interests are still willing 


to offer support to the market on declines and 
that the short interest is sufficiently large to 
act as a cushion to any set-backs which oc- 
cur. Wecan only repeat for the guidance of 
subscribers that the utmost care must now 
be taken in the selection of securities in view 
of the possibility that the market may in the 
near future undergo a recession of some pro- 
portions. 
Monday, January 24, 1927. 
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Public's Changing Taste 
Revolutionizes Production Methods 


Individual Consumer Sounds Knell of Standardization in Industry 
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WILL THIS BE THE HISTORY OF MASS 
PRODUCTION WHICH IGNORES THE 
HIGHLY INDIVIDUALIZED DEMANDS OF 
THE CONSUMERS? ~~ ~ ~ 
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By GEORGE B. COLLINGWOOD 





JOR years we have been bending our knees 
to the ido? of cheap mass production. Our 
colossal technique in factory production 
has become the envy of the entire world. 
That this immense technique has been 
one of the bases of American prosperity 
cannot be denied. For almost two decades, indeed, 
Henry Ford was the exemplar of efficiency in out- 
put and he was and is still being emulated though 
to a decreasing extent by manufacturers through- 
out the nation. 

So rapid, however, are the changes in our ideas 
as to what may and may not bring about pros- 
perity that already we are commencing to suspect 
whether there is after all as much virtue to the 
theory of standardized mass production as we have 
been led to believe. It is not insignificant that the 
product which gave its name to the industrial 
process of Fordism is commencing to decline in 
popularity. 











Consumer Is the Judge 


The consumer, who is the final arbiter of the 
suecess of a business, is voicing his displeasure at 
standardized product which does not take into 
consideration his own more highly individualized 
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needs. The business no longer goes in increasing 
volume to the large mass producer who sticks to 
his theories of what the public ought to have but 
instead is going to those producers who show 
by constant effort that they are mindful of the fact 
that not to court the individual consumer is to 
court disaster. And the public’s fads and fancies 
are changing so rapidly that to keep pace the man- 
ufacturer must be prompt to change his product in 
accord. 

It is becoming more difficult to pour a huge pro- 
duction down the throats of an indifferent public. 
Learning to appreciate its huge power, the public 
is becoming more insistent in making its demands 
known. Woe to the manufacturer or merchant 
who dares stand in the way of this Juggernaut. 

The growing revolt of the consumer is being ex- 
pressed in the steady spread of what is known as 
hand-to-mouth buying. It is becoming manifest 
in the inevitably large development of publicity 
whose purpose it is not only to cater to the de- 
mands of consumers but even to create them. Fur- 
ther, the spread of individualism in American busi- 
ness as against standardization is indicated in the 
steady rise of our chain store systems and depart- 
ment stores whose later-day success in dealing 
with the consumer is causing manufacturers 
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everywhere to re-examine their premise that mass 
production is an infallible god. 


Distribution vs. Mass Production 


The question is being asked now whether we 
have made as much progress with our methods of 
distribution (or successful catering to the con- 
sumer) as we have made in the technique of large 
scale production. And now that hand-to-mouth 
buying and rapid changes of styles are changing 
the buying habits of a nation, this question is 
having an exceeding degree of national interest. 

Further, whether the hand-to-mouth buying 
policy cr the public’s appetite for innovation is 
wise, the factors exist and clearly demonstrate that 
the demand side of industry and business should 
receive an equal amount of attention with the 
production side. In that case, the secret of Ameri- 
can business prosperity in the future will have 
to be found in developing more adequate measures 
of distribution now that we have shown the world 
that we know how to produce efficiently. 


Individualism vs. Standardization 


It is this remarkable shift in focus which 
threatens the 
end of the de- 
humanizat ion 
of industry set 

Ne in operation 
a oe years ago by 

Henry Ford. 

And the old 

god “efficien- 

cy” in the 
sense of the 

Taylor system, 

is proving it- 

self woefully 
inadequate to 
meet modern 
conditions. 
What the de- 
partment 
stores them- 
selves have 








business. 





2. Fitness to the individuals. 
possible for the human material concerned to fulfill the function of the 








done to create new vitality in distribution is worth 
more than passing remark. In 1920-1921 they 
suffered severely from the immense fall in the 
value of their inventories. They then learned the 
danger of piling up huge inventories which were 
vulnerable to changes in the public demand. -But 
when the public learned to buy from hand-to- 
mouth, the department stores commenced to flour- 
ish anew. Though controlled entirely by the 
consumers’ tastes, the department stores learned 
to adapt themselves successfully to this departure 
and have since proven themselves among the most 
successful types of American business. 

It was fortunate for the officials of the depart- 
ment stores that they did not have the more lim- 
ited viewpoint of manufacturers. The former 
found that the woman who had bought a pair of 
shoes wanted a wholly different style in her next 
purchase. The automobile dealer met with the 
sullen refusal of the buyer on whom he tried to 
foist last year’s style or a style which did not in- 
clude the latest “wrinkles.” The retailer was un- 
willing to reorder the standard merchandise be- 
cause it was impossible to find a market wide 
c:.ough for them. Such situations necessarily had 
repercussions on the manufacturer. The older 
school of manufacturers who persisted in their 
idee of standardized production lost their markets. 
The more progressive types find themselves to a 
greater degree than they ever dreamed swamped 
with orders from the four quarters of the country. 

The stock market too has made its commentary 
on this unique situation. Securities of the more 
progressive types of companies forged ahead while 
those representing companies dedicated to mere 
standardized production on a large scale fell be- 
hind. This is to-day the situation and the direct 
reverse of that obtaining in the past two or three 
decades. Gains in American factory production 
have been due primarily to two reasons. The first 
has been the development of intricate specialized 
and automatic machinery. The second has been 
the imposition of a de-personalized “system,” 
usually from the outside, upon these gigantic 
plants. Where all was machinery, and all was 
“system,” the net result was mass production, or 
over-production. 

The department store, on the eontrary, is almost 
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Who Is to Control Business— 
The Six Cardinal Principles of the 


1. Fitness to the job. The organization should be built to accomplish the 


function of the: business. 


The organization should be built to make it 


3. Each executive and each department should have a complete circle of 
responsibility. Functions should be performed in such a way that responsi’ 
bility for their completion and quality can be assigned to one department or 


even one individual. 





4. Up to the limits imposed by the requirement of a sense of responsibility, 





each department and each individual should specialize in a particular function. 
‘ Illustrations copyrighted by American Viewpoint 
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always individual. It has seen physical improve- 
ment, true, but even escalators and cash carriers 
and cloth measuring devices, etc., put together are 
but a tithe of what any factory can show by way 
of mechanical appliance. Clearly its economic 
roots are not in machinery or de-personalized sys- 
tems, but instead in individual policy and individ- 
ual growth, which expresses itself through organi- 
zation. Here at least is one salient and successful 
aspect of American business not subject to the 
reasons for progress so widely alleged by the man- 
ufacturers. Its immediate contact with the con- 
sumer gives it an emphasis that the manufacturer, 
selling to distributor, jobber, wholesaler or agent, 
does not possess. 

Its need for more thorough principles of organi- 
zation, in order to serve these consumers better, is 
paramount. This need created an inquiry, the in- 
quiry took several years and was conducted at 
much expense, and the net result has been a series 
of deductions little short of revolutionary with 
reference to their implications on the mass produc- 
tion of which America has hitherto been so proud. 
It is not insignificant that the interpretation and 
ordering of this vast co-operative data collected by 
and through the department stores was entrusted 
to a banker who had specialized in mercantile 
securities. 


Mass Production An Idol 


The challenge upon the continued emphasis on 
mass production resulted from this study. “Amer- 
ica is not going to be Fordized if by Fordizing we 
mean the maintenance of manufacturing activity 
on an ever-increasing production schedule. Mass 
production has rendered a great service to the 
American purchaser. But the establishment of 
mass production as an idol, to which must be sacri- 
ficed recognition of a variation in consumer de- 
mands, is bound to create industrial depressions.” 

The inflation of inventories consequent upon 
this unchallenged mass production being imposed 
on economic life has been a ruling factor in causing 
the depressions of the past. Inventory control is 
thus seen to be basic to industrial prosperity. In 
other words, not production so much as the regula- 
tion of the channels and quantity of production by 
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Men or Mechanism? 
Human Relationship in Management 


5. As far as possible, judicial decisions of any importance should be made by 
one department head. Minds which can make adequate compromises from 


Single points of view are easier to 


two or more important points are rare. 


find and develop. Compromises should be made by men with different points 


of view or by a superior executive. 








Checks and balances should exist. 


and individuals should be so arranged that the function of one should, on impor- 
tant matters, be dependent on and necessary for the function’of others. This 
will eliminate the necessity of a great deal of supervision, and will create per- 
The constant check will insure effectiveness. 


spective on important problems. 
Society, Reprinted by Permission 
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The responsibilities of departments 


available consumer demand is declared the ob-. 
jective of sound business today. 

This industrial guidance will be supplied by in- 
ventory control, which thus becomes basic in in- 
dustrial life. In the final analysis, the consumer 
rules industry, and the proper interpretation of 
consumption should influence the creation and 
maintenance of manufacturing schedules. 

Industry cannot afford to put complete emphasis 
upon the economy of production irrespective of the 
possibility of selling that production at a profit. 
Profitable selling and economical manufacturing 
are essential companions to continued economic 
prosperity. The interpretation of consumer mar- 
kets and the control of inventories are thus the 
flesh and blood of retailing success. From re- 
tailing the manufacturer and banker also must 
learn about these two forces which the study ap- 
propriately terms “merchandising.” 

“Hand-to-mouth” buying means small inven- 
tories that are rapidly turned. This form of activ- 
ity is held not to be a passing phase but a perma- 
nent condition in retail operation. Those manu- 
facturers who supply thirty-five billions per annum 
in merchandise sold by retailers must recognize 
this condition either in their plans or in their 
methods. 

For some 
time jobbing 
activity has 
been con- 
demned to the 
discard by 
business econo- 
mists. If re- 
tailers are suc- 
cessful in their 
plan to elimi- 
nate inventory 
risks, and if 
the existence 
of - available 
stocks of mer- 
chandise is 
essential to the 
proper func- 

(Please turn 
to page - 663) 
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The New Era of Discrimination | 
in the Selection of Securities 


Lessons of the 1926 Market That Should Prove Valuable in 1927 


By BENJ. GRAHAM 
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commonplace that for the beginning of 1926, de- 
the greater part of 1926 spite the general strength 
there was no such thing as NATIONAL TEA S.5. near the close. 
a “Market Trend.” The 
old conception of the stock 
market as a single entity, 
responding as a whole to 
bullish or bearish influences, 
was practically valueless 
throughout the year, except 
during the cataclysmic 
break of last February question presents itself 
and March. In the other whether any new control- 
‘months each group of ling influences, any new 
stocks has fluctuated with F.MA N FMAMJ) TD principle of action, can be 
little regard to any other discerned in the price move- 
group, and even among 1. Corrective Movement— representing the appli- ments of the past year, 
companies in the same in- cation of a less visionary oe age Xi = Rene which may have some valu- 
dustry the diversity of pag imc we f shane. ee ee ee ee able bearing on future mar- 
their price range has been kets. Do the scores of fluc- 
extraordinary. In sum- tuating price variations 
ming up the 1926 market signify. that the market is 
one is tempted to revise the more complicated, more in- 
familiar line to read: “Every little issue had a move- scrutable than ever—or do they reflect perhaps a gen- 
ment of its own.” eral rearrangement of quotations to conform with new 
Because of these conditions the much discussed but recognizable standards of value? These are inter- 
“Stock Market Averages” have taken on a far different esting questions and worth pondering, even though the 
and much less vital significance than of yore. In the answers be but fragmentary and tentative. 
olden days the averages gave us a pretty good picture The 1926 market has already been analyzed to good 
of the price changes in most representative stocks, effect from the standpoint of the action of various in- 
taken individually. If the industrial average had ad- dustrial groups. It will serve the writer’s purpose better 
vanced five points in a month, it meant nearly always if we approach the subject from the angle of the diverse 
that Steel, Baldwin, American Can, American Sugar, forces governing price movements. These influences 
etc., had each experienced a fair-sized upswing. may conveniently be considered as of four kinds: 
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1926 a Many-Sided Market 
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900.60 0%. 


Starting with the fair 
premise that the many- 
sidedness of the 1926 mar- 
ket distinguishes it from 
all its predecessors, the 


2, 
re 


fee, 


°, 
S 


2 
* 


*, @, 
egeegees 
ooloe! 


, 
re 


Po0%, 
yor ose! 


o, 


> 


, 
ert 
™ 
Secs <2 


"e" 


ox 


oO 
2, 


ox 
a 
oesoe! 


o 
2, 
re" 


oe 


oe 


2. 
S 


oes 


2, 


oe, 


2, 
Oo 
2, 
o" 


oe, 


2, 

a) 
~, 
Soe 


oe, 
o> 


o, 
oes 
~ 
re" 


Oo 


oe 
soaSoo! 


O 
2, 


oe 


o, 
"e" 


o, 


2, 


oes 


o, 
"e 


oe. 


2, 

ve 
2 
eS 


> 
fee: 


> 
re! 
* 
oS 


° 


oe 
-, 
o> 


° 
2 
re" 





o, 


oe, 


o, 
Ont 
re Ms 


oe, 


2 
Sac 


° 


oe 


°, 
re" 


oes 


eS 


%, 


oe, 


? 


CasSpitect 
Sa ae 
soegoe soe 


o, 
0%, 


? 


2 
gS 


Saat, 
Xe 
oe gee 


lee, 


2, 
re" 


2%, @ 
oahee soe sons 
sosloatoeton! 


e 
eS 


o, .2. 2. 2. @, 
pM OO 080007, 
reatoatoetoeton’ 


°, 
? 
Poet 
"" 


oes 


O, .%, 
709%, 
ct 


°, 
° 


fa 


> 
S 


Ko 


“Averages” Lose Value (a) Corrective—readjustments necessitated by pre- 
: vious market excesses; 

But during the most of 1926 the “Industrial Aver- (b) Reflective—corresponding to current develop- 
age” was not a picture but an arithmetical abstraction. ments affecting the issue; 
It no more reflected the market action of any one (c) Anticipative—discounting expected future oc- 
particular stock than the figures for the average currences; 
weight, height and income of all New Yorkers would (d) Manipulative—representing large scale market 
be applicable to the first man in the street. operations independent of influences affecting 

As one result of this situation we find that various intrinsic value. 
averages behaved quite differently depending upon how 
they were constructed. The Standard Statistics Index, Of course not all market developments can be classi- 
based on 230 issues, showed a slightly higher level fied under one of these four headings; in many in- 
towards the end of November than at the beginning of stances more than a single influence is at work, nor 
the year. On the other hand, THE MAGAZINE OF WALL can it be definitely asserted which is controlling. Yet 
STREET Stock Indexs, based on 238 stocks, showed a the majority of price movements may be related fairly 
decline of some 9%. definitely to some one of these forces, and not a few of 

As a separate check the writer compared the No- the vagaries of the 1926 market become more compre- 
vember 30 and January 1 quotations of 515 issues, and hensible when considered in this light. 
found there had been 245 declines against 170 advances 
—a ratio of about three losses for each two gains. Corrective Movements in Last Year’s Market 
Furthermore, analyzing the price changes by groups 
of industries, there were found eighteen groups with a The break of last March was a corrective process ap- 
predominating downward range, nine groups enjoying plied to all issues, and during this period alone the 
a general advance, and ten having gains and losses in market acted as a unit. The drastic collapse was in- 
fairly equal proportions. These observations would duced by the too violent and indiscriminate speculation 
tend to bear out the general impression among traders of the previous months, reflected in rapidly mounting 
that stock prices are for the most part lower now collateral loans and many over-extended pool positions. 
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as * $ 
$ ‘ The real diversity of the 1926 market became evident panies (e. g., North American, American Water Works) 
+ 4 after the decline was over, in the widely varying degree became such speculative favorites that unsound price % 
z *’ in which the losses were later recovered. In analyzing levels were reached which clamored for correction. The ¥ 
$ F 4 the issues which failed to regain the greater part of situation here was precisely similar to that obtaining % 
x * their shrinkage, we can see that some were subject to in the chain store issues, and although the profits of bd 
+ £ corrective influences of an individual kind, distinct 1926 exceeded the 1925 figures, the year’s price trend $ 
x * from and more enduring than those behind the general was downward, because it started from an excessive %¥ 
A + market shake-out of last Spring. level. + 
ee * An obvious example is presented by the chain store But the local utilities (e. g., Brooklyn Edison, La- % 
$ & issues, nearly all of which are selling below their Jan- clede Gas) had not held the same speculative attraction + 
% *;  uary 1, 1926, prices, the average decline being some the year before as the large holding companies, and ‘% 
* & 25%. Yet sales have exhibited sustained expansion hence their advance had been more orderly and con- SS 
4 *° and profits were undoubtedly ahead of 1925. In this servative. They were thus in a position to reflect the % 
z 5 group, therefore, the mar- continuance of favorable 5s 
$ x, ket action ran counter to operating conditions in % 
¢ ~ current developments, be- 1926 (including the win- ¢ 
: % cause the extravagances of GENERAL ning of the New York rate % 
< 4 the previous year (1925) MOTORS litigation), so that their + 
$ % demanded correction. The 1926 CAR price trend was predomi- % 
z + tremendous advances of 210 ~~ nantly upward. $ 
$ % 1925 had sent their quota- 3 The larger baking issues % 
} + tions to a level entirely un- ag Pag 20% — have suffered a severe de- + 
: waneeahed sok daly tor tee PRICE GASED cline from their January 1, Bs 
: current earnings, but even 1926, prices which was also 
% by any increases which one the result of undue enthusi- % 
z * could legitimately expect asm in 1925. Here the de- 
$ “ for years to come. Kresge, flation has been accentu- % 
i * for instance, opened the |; ated by the 1926 earnings. 
% % year at 885 (88% for the For, while not less favor- % 
= *§ split-up shares) against 110 = able than those of the year + 
4 * earnings of $31.70 per RAED LEER LAE before, they nevertheless %& 
$ % share; an earnings ratio of . ” ’ ; failed to register the gains + 
4 * only 3.6%. At these dizzy Wn a sl agg ie amin se weak confidently expected during % 
% * levels the chain store group ye yee gdm dag ay meget ling Maggie the precipitate rise of the + 
4 ‘ was especially vulnerable to pl ' ” ” ” shares. Somewhatthesame % 
Ky ** deflationary forces. Hence description applies to most # 
BS * the March decline in these of the dairy products and % 
Ke % issues proved more than a ice cream stocks. ¥ 
oY 5 technical setback; it represented the application of a The speculative excesses of 1925 were of two types: $ 
% new and less visionary standard of value to their sta- first, those affecting whole groups of issues which 4 
$s tistical exhibits, which definitely established their quo- caught the public’s imagination and enjoyed a wide, if + 
ne % tations on a lower plane. misguided, following; and secondly, over-valuations of = 
¢ + The market action of Kresge, National Tea, etc., isolated issues, which in most cases perhaps were the + 
} % throws an interesting sidelight on the hazards neces- affair of private manipulation. To the latter class 
: + sarily involved in buying issues on their expected future belongs a miscellaneous list of speculative skyrockets, 4 
P| ‘ earning power. The theory that a low current rate of | headed by such extreme instances as Devoe & Ray- %¥ 
3 ‘: profit can be disregarded, provided there is strong as- nolds and New York Canners, and including American + 
& és surance of steady future increase, has the peculiar Linseed, International Combustion, Savage Arms, Sim- % 
% ‘* weakness that it proves too much. For it could be mons Bed, White Rock, Worthington Pump, etc., ete. ¢ 
é % used to justify any price, no matter how fantastic, In all these examples, the market shrinkage during the ‘%& 
3 ** merely by looking far enough ahead and making these past year has been due primarily not to current unfav- + 
oY 4 remote profits the basis of current investment. The orable results, but rather to unwarranted advances in %& 
3 % danger is of course that at any time the market may 1925. There are some issues, such as Jordan Motors, in 
+ ¢ turn a little less far-sighted and look to the present or which previous over-valuation and disappointing earn- 4 
$ ‘the near future for its measure of value. This is pre- ings both played a part in the price collapse, it being 
$ 4 cisely what happened to the chain store issues,—the impossible to say which deserves greater emphasis. > 
4 ‘change in the market’s viewpoint being stimulated by Because of the buoyant.character of the 1925 market + 
+3 ts the general shattering of speculative idols last Spring. there were not many instances of the December 31 %& 
+ ve At first glance the action of the public utility group prices being palpably too low and needing correction 
x3 ¢ appears hopelessly contradictory, in that substantial through an upward adjustment. Oppenheim Collins % 
+ ‘f advances are found side by side with severe declines. may be cited as one of the few examples, for at 49 it + 
‘4 ¢ Closer inspection shows that this group is itself divided was clearly out of line with other department store *% 
$ ‘8 into two distinct sub-classes—the large scale holding issues, and accordingly it has advanced 12 points de- + 
% + companies and the local enterprises. Nearly all the spite the general downward trend in its group. e 
* } 4 latter type are selling higher and nearly all the former + 
x ‘type are selling lower than at the beginning of 1926. Reflective Market Movements % 
+ R The cause of this divergence lies also in the market $ 
‘ * of 1925. In those hectic days the large holding com- There is little doubt that the majority of last year’s + 
ix oe 4 
: : seegeegeegeegeegeegeeseeteeteeteetoeteetentontontontont bs 
‘4 7 ° 4 : 
:— = This article analyzes the character of the 1926 stock market } 
ps ae Kx 
- By e e Lj M4 & 
se in such a way as to make it invaluable to the inves- ¢ 
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price changes can be adequately explained by reference 
to current operating results. The copper and sugar 
issues advanced as a group because of improvement in 
the price of the commodity; the tobaccos rose as usual 
because their remarkable growth has continued; the 
New York tractions spurted sharply on the expectation 
of relief through fare increase or otherwise. 
Conversely, the building equipment, coal, leather and 
rubber groups suffered general declines because of un- 
satisfactory developments in these industries. In these 
examples the trend is practically universal, with only 
scattered exceptions. But there is a larger number of 
groups in which the results vary greatly between in- 
dividual companies. A com- 
prehensive study of these 


One of the interesting results of our analysis has to 
do with the market’s action in discounting future de- 
velopments in individual companies or groups. Until 
recently the stock market was supposed to function as 
a general business barometer, anticipating by several 
months at least the changes that were due in the in- 
dustrial situation. But since the last major depres- 
sion of 1920-21 this traditional characteristic of the 
market has not been so much in evidence—largely, per- 
haps, because there have been no really wide business 
swings to anticipate. Where stocks as a whole have 
fluctuated in recent years, these variations seem for 
the most part to synchronize rather closely with, in- 
stead of forestalling, indus- 
trial changes. 








situations yields striking 
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evidence of the individual 
character of American en- 
terprise, and of the ability 
of single companies better 
favored by natural advan- 
tages or executive skill to 
outstrip their competitors, 
and even to prosper while 
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to, and with similarly con- 
fused and contradictory 











their industry as a whole is 
depressed. 














Undoubtedly the out- / 





standing example of our 





























thesis was General Motors, | 











business developments, the 
question whether stock 
prices anticipate industrial 
| changes must be transferred 
from the general to the 
specific field. We have al- 
ready stated that the ma- 


















































which registered its most 
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brilliant exhibit while most 
of its competitors were 
showing a_ substantially 
lower earning power. In 
this case a minor recession 
in the trade as a whole 





3. Anticipative Movement— representing the com- 
paratively exceptional condition in which stocks actually 
discounted some important development, as in the case 
of Steel and Atchison. The market last year was far 
more reflective than anticipative. 


can apparently be account- 
ed for by current develop- 
ments affecting the issues; 
i. e., the market influences 
have for the most part been 








meant a major setback for 
most units, because General 
Motors’ increased sales came entirely at their expense. 
A few companies like Packard held their gain fairly 
well; only Nash and Hupp in the passenger field and 
Federal Motors among the truck companies were able 
to follow the giant along the path of continued growth 
in both sales and profits. 

The list is full of pairs of issues in the same industry 
which moved last year in opposite directions. In most 
cases the discrepancy can be explained by reference to 
current earnings or other specific developments. The 
net advance of General Electric against the decline in 
Westinghouse is readily ascribable to the split-up and 
increased dividend of the former, together with its bet- 
ter exhibit of new business booked. 

More striking is the contrast between Armour and 
Cudahy. The latter not only has given two shares for 
one and declared a larger cash dividend, but also has 
reported a substantial increase in profits; while Ar- 
mour was compelled to suspend dividends on its A 
stock and has undoubtedly earned less in 1926 than in 
1925. 

Similarly the severe shrinkage in National Distillers 
preferred and common was accompanied by a sharp 
decrease in the quarterly earnings, while U. S. Indus- 
trial Alcohol’s advance is explained by the resumption 
of dividends, bearing out the reports of a prosperous 
year. In comparing the diverse movements of Pathe 
and Warner Brothers Pictures, it is clear that the 
former’s weakness was occasioned by the poorer earn- 
ings of 1926, while the buying of Warner Brothers 
has ignored its current deficits in the enthusiasm over 
the possibilities of the Vitaphone. 

In the railroad list most of the substantial advances, 
as in Atchison, Norfolk, Rock Island, etc., can be cor- 
related with an equally decisive expansion in net in- 
come. On the other hand, the chief declines took place 
in the Southern group, including Seaboard and Atlantic 
Coast Line, and are readily explained by developments 
in Florida. 


ee? ee 


reflective rather than an- 
ticipative. 

Of course, there have been numerous instances where 
a stock has had a substantial move up or down with- 
out explanation and the reason has been found in some 
subsequent earnings report or dividend action. But 
such anticipation merely reflects the exploiting of 
advance knowledge by insiders. This is not the in- 
telligent discounting of the future for which the mar- 
ket has often claimed credit, but in essence a species 
of financial “wire-tapping.” 

Of anticipation in the barometric sense there seems 
to have been remarkably little in the 1926 market. The 
sugar stocks advanced, not because the price was 
expected to go up, but because it was going up. The 
motors rose sharply as a group from May to July, 
because of good Spring business. They did not reflect 
the poorer third quarter and the sharply contracted 
year-end business until the results were. coming to 
hand. So in most individual issues. Advance-Rumely 
preferred had a wide upswing while business was good, 
and then lost 50% of its price coincident with a slump 
in the second half-year. Prices moved quite generally 
not before but along with industrial developments. 

The sensational rise in U. S. Steel for months pre- 
-eeding the stock dividend announcement constitutes 
one of the few well defined instances of anticipatory 
market action in 1926. The same is probably true of 
the advance in Atchison, which reflected the increase 
in the cash dividend and probable stock dividend later 
this year. It would also seem that the rise of the Erie 
issues was bound up with the expectation of a favor- 
able merger outcome. Yet, the strength in the other 
Van Sweringen issues, while ostensibly discounting the 
success of their unification plan, might with equal 
plausibility be attributed to the excellent operating 
results for 1926. 


Anticipation or Manipulation? 


In quite a fe:v instances, the expected future develop- 
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ments which seem to have 
occasioned the rise in an 
issue may have been more 
truly a pretext or talking- 
point, disguising manipula- 
tive operations. Let us take 
the New York City trac- 
tions as an example. Third 
Avenue has advanced 200% 
and Interboro nearly 100%, 
although the actual finan- 
cial results show little 
change. The inference is 

that the pronounced INTERBOROUGH 
strength of these issues | | “or | | | 
represents intelligent an- JFMAMJJASOND 
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these low prices reflect sim- 
ply the small earnings and 
inventory losses of 1926. 
Hence, it is more than pos- 
sible that conditions are go- 
ing to be stabler and profits 
larger this year, in which 
case there is an opportunity 
to make a substantial profit 
in these issues by buying 
them at current depressed 
levels. 

The same would be true if 
one expected higher prices 
for oil or copper, or a real 
turn in the textile or fer- 


WARNER BROS. 


1926 
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ticipation of the much dis- 
cussed transit relief. But 
if the market were here 
merely reflecting expected 
future values it would be 





4. Manipulative Movement- representing those in- 
stances in which expected future developments merely 
proved the pretext for the advance, thus affording an 
opportunity for disguised manipulative operations. 


tilizer industries. On the 
other hand, if a_ trader 
rightly anticipated a slump 
in the steel industry, he has 
a similar chance for real 
profit on the short side. 








hard to understand why 
Interboro stock should have 
been selling at times within 
a point of Manhattan Elevated Modified Guaranteed 
shares. For the latter must receive $5 per share (cu- 
mulative) before I. R. T. can get any dividend, nor may 
the latter pay more than $7 before 1950. And if the 
$7 maximum were paid, Manhattan stock would be en- 
titled to 7% also. A discrepancy of this kind usually 
means that some artificial or manipulative influences 
are at work which prevent the normal relation of values 
from asserting itself in the market. 

For different reasons one suspects such a rise as 
was registered by Butterick from 22 to a high of 72, 
ostensibly in anticipation of increased earnings from 
some new and ill-defined executive policy. Such gyra- 
tions remind one too much of the rise of New York Can- 
ners in 1925 from 82 to 81 and its disastrous aftermath. 

In the preceding discussion we have shown by ex- 
amples how our various types of price influences were 
operative in the 1926 market; and have endeavored 
to appraise their relative importance. Does our study 
lead to any conclusions of value with respect to the 
future? Naturally, an understanding of the vagaries 
of 1926 will be of value in 1927 only if we have the 
same kind of market as in the preceding year. 

If we are going to see an orgy of indiscriminate 
speculation on the one hand, or a protracted and 
equally uniform bear market on the other, the fine 
distinctions called for by last year’s complexities will 
be of no avail. The ruling opinion seems to be, how- 
ever, that the character of the market is not likely 
to change radically in the current year. If this as- 
sumption is correct certain useful ideas are suggested 
by our study of the 1926 record. 

To begin with, if price changes for the most part 
will reflect current developments rather than the 
future—as seems to have been the case last year—then 
good judgment as to what is in store should prove 
unusually profitable. In other words, there should be 
excellent opportunities to act ahead of the market. 
The man who is sure improvement is coming can buy 
on the basis of current less favorable conditions, and 
thus derive the full benefit of the betterment—if it 
materializes. For example, from the low price of the 
rubber stocks one would ordinarily imagine that the 
market expects poor results in 1927; but it may be that 
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becomes increasingly 
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The second point is that 
just as the 1926 market cor- 
rected in many cases excessive price advances of 1925, 
so exaggerated moves in either direction last year may 
be corrected in 1927. To an analyst of values it seems 
that in reflecting current unfavorable results the mar- 
ket has in many instances swung too far .on the 
destructive side, and has marked down the price of 
solvent issues to a figure below their minimum intrinsic 
value. Such opportunities are being constantly dis- 
covered and discussed by THE MAGAZINE OF WALL 
STREET. The writer will merely mention as examples 
such issues as Atlas Tack, Hartman Corporation, 
Kinney Shoe, Lee Rubber, National Cloak & Suit, 
Transue & Williams. Given fairly favorable general 
market conditions, discrepancies of this type should ad- 
just themselves in due course and the purchaser of such 
issues at bargain prices should reap a handsome reward. 

There are undoubtedly far fewer examples of fan- 
tastic and purely speculative over-valuations in the 
stock list today than a year ago. Of those that cur- 
rently exist, time and reason will doubtless rectify a 
goodly percentage. Hence, :it is important to make 
sure that one is not lured by rash enthusiasm into com- 
mitments at levels greatly above those soundly war- 
ranted by the financial set-up and the earnings record. 

A study of stock prices in relation to earnings and 
past history would tend to support the widely held opin- 
ion that the rails appear more attractive at current 
levels than the industrials. While the shares of those 
carriers showing increased income have had substantial 
advances, on the whole, their prices are lower compared 
with earnings than in the case of strong industrials. 
As far as we can judge, future fluctuations in the 
transportation field should not be as wide as with the 
industrials, so that from an investment viewpoint the 
former issues present more conservative opportunities. 

With all its contradictions and vagaries, the market 
of 1926 was at bottom more logical and intelligent than 
most of its predecessors. It would be interesting in- 
deed if last year has really ushered in a New Era of 
Discrimination in Wall Street. Nevertheless, the writer 
imagines that experienced observers would demand 
more proof than a single twelve months can afford that 
the days of wild speculation and ensuing general liquid- 
ations are definitely behind us. 
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With the market less subject to manipulation and more subject 


the position of the investor 
secure year by year 
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How 850 Banks Failed in a Period 
of Cheap Money 


Banking Weaknesses Revealed—What of Installment Plan Buying? 


ot re) HE United 
: : States has 
just gone 
i through its annual 
ie Tie) observance of year- 
end commentaries 
upon the great surplus of available 
credit, and the certainty that the credit 
structure is so capacious and so strong 
that it can take care of all loan re- 
quirements of commerce for the next 
two or three years, at the least. The in- 
ability of country banks to loan out 
their funds locally; their coming into 
the New York money market to place 
their surplus deposits, the diversion of 
funds into investment buying instead of 
to business lending, the heavy purchases 
of foreign securities, and above all a 
declining rate of interest are cited as 
evidences of a credit situation seldom 
rivalled in our history. 

To this has been added the well- 
touted fact that so far from commerce 
being inflated, the absence of excessive 
bank loans tallies with the decline in 
commodity prices, so that conservatism 
and prosperity are for once linked. 
Negative factors, such as the thin mar- 
gin of reserves of member banks of 
the Federal Reserve System are trans- 
lated into favorable factors. It is 
alleged that their not having drawn 
upon the reserve banks, by the redis- 
counting of their paper, shows how 
well grounded our credit situation has 
become. 

More than that, the world-wide tend- 
ency towards lower money rates, ob- 
servable even in a country with a cur- 
rency crisis, such as France, are cited 
as proofs that we are not likely to be a 
temporary exception to general tenden- 
cies. To cap the climax, such an 
authority as B. M. Anderson has com- 
puted, that, allowing for the decline 
in prices and gain in physical produc- 
tion since 1919, 8% less bank credit is 
needed now than then. The surplus of 
money and the soundness of credit has 
thus become a general theme. 


Business men and 
bankers have good 
reason to congratu- 
late themselves. 
Nearly all of what 
they say is true. 
The action of the bond market even 
projects their attitude into the future. 
Lower rates of interest are expected, 
and bond yields are declining. Here 
and there a critic, such as H. Parker 
Willis in the January 15th issue of 
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Three Ad 
verse } ae 

tors in Credit 
Situatioz 


THE MAGAZINE OF WALL STREET chal- 
lenges the tendency to lower rates, in 
1927, as being based on mistaken 
policy, but such counsel is as the voice 
crying in the wilderness. Conservative 
critics, who still believe that nearly all 
of the optimistic sentiments are to be 
believed, may still point out that this 
excellent credit situation has weak- 
nesses, and weaknesses that are likely 
to show their effects as early as 1927. 

Three obvious defects in our present 
banking practices have great scope. 
The first is the high rate of mortality 
among banks in certain sections of the 
country. Irrespective of whether or 
not banks that suspend are later found 
solvent, their suspension is a grave 
symptom. We have seen 671 banks 
suspend in the first ten months of 1926, 
and an estimate of 850 for the year is 
reasonable. 

Never in our history has such a bank 
mortality been attained. These bank- 
ruptcies took place in an otherwise 
prosperous year. They took place in 
the northwest after wheat had reached 
good levels in 1925. Southern failures 
or suspensions have been explained as 
the aftermath of land speculation. But 
as the banks had little real estate col- 
lateral more fundamental causes should 
be invoked. 

It is now actually true that in several 
Federal Reserve districts, depositors 
are afraid to put their money into 
banks. It is not difficult to understand 
their attitude. The percentage of sus- 
pensions in 1926 to banks operating 
was over 4%. In the great Federal 
Reserve districts of New York, Boston 
and Philadelphia they were practically 
nil. But in areas with a larger rural 
importance, they exceeded 6% and in 
some districts over 7%. Where the 
odds are one in twelve that principal 
as well as interest may be jeopardized 
the American depositor may not be 
blamed for being sceptical of banks. 

The reason for these bank failures 
have often been reduced to one cause 
—too small a capital and surplus. But 
it is the opinion of the Federal Reserve 
students that in the regions where 
these failures are uppermost, the aver- 
age size of the suspending banks is 
almost equal to that of banks remain- 
ing solvent. Hence, the causes must 
be sought in bank practice. 

These regions show local banks, of 
moderate size, financing primarily the 
cash crops of the farmers. These banks, 
in other words, are weakest in re- 
sources, but take the type of long-term 
paper that is held to a minimum by 
metropolitan banks with large re- 


By WILLIAM STEPHEN MARLOWE 


sources. In this they have the co- 
operation of the Federal Reserve 
Banks, which accept technically eligible 
paper, but enquire much more lightly 
into the quality of the paper. 

The result has been that whole areas 
of the agricultural United States today 
enjoy little banking in the modern 
sense of the term. These great areas 
are better described as “unbankable,” 
and constitute important sections of 
the country with chronic frozen assets. 
Should any part of the credit struc- 
ture, in the industrial regions, weaken, 
there would be no possibility of re- 
cruiting credit strength from these 
rural districts. What is more, since 
these areas, are, in effect, drawing 
upon the surplus of the sounder indus- 
trial areas, they would add to the diffi- 
culty should tighter conditions exist. 
This Achilles heel of our credit system 
will not be noted until our otherwise 
swift running credit system becomes 
lame. When this happens, _ the 
“unbankable” areas will add to the fall. 

To remedy this situation, chain bank- 
ing systems have grown up, notably on 
the Pacific Coast. This development is 
to be regretted, as it affects local bank- 
ers adversely, and yet has none of the 
virtues of regulated branch banking. 
But it has arisen in response to a need, 
and shows the incapacity of the present 
system of unregulated (in effect) local 
banks to cope adequately with rural 
financing. Another buttress of strength 
to the rural banks has been the active 
bidding for savings deposits by com- 
mercial banks. These deposits have 
been deflected from the rigidly safe- 
guarded savings institutions. Hence 
when there are bank suspensions, the 
commercial depositor who has bor- 
rowed is far better off than the savings 
depositor who has to see his deposit 
taken up by the receiver. The use of 
savings is the largest factor in keeping 
up an appearance of solvency with 
many commercial banks. 


While the country 
has congratulated 
itself upon its sur- 
plus of credit re- 
sources, it has done 
so on the basis of 
quantity rather than quality. Even if 
the commercial requirements of the 
country require 8% less banking ac- 
commodation than in 1919, and there 
is more money available than at that 
time, this would not tell the whole 
(Please turn to page 666) 
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CONOMICALLY, the United 
E States long ago annexed Mexico! 
President Calles is seeking to 
sever the nexus through political ac- 
tion. American business bought and 
paid for Mexico, and the Mexicans now 
seek to repudiate the bargain and an- 
nul its consummation. 

Hence, a politico-economic crisis with 
near a billion dollars actually and 
many. billions. potentially of American 
investments at stake, and the political 
future of Mexico profoundly involved. 
With the Mexicans the end—economic 
independence—justifies the means—ab- 
rogation of vested rights. To Ameri- 
cans, at least to those whose money is 
invested in Mexico, this assertion of 
independence means_ confiscation—al- 
most as bold and as bald as the con- 
fiscation of American property by the 
Russian Bolshevists. 

That is the nucleus of the American- 
Mexican impassé when stripped of its 
thick wrappings of diplomatic verbiage. 
The United States demands perform- 
ance as “denominated in the bond” re- 
gardless of new Mexican constitutions, 
verbose laws and recondite regulations. 
Mexico refuses such performance and 
vouchsafes only such recognition of 
pre-revolution rights as suits the 
views of the post-revolution govern- 
ment. After tedious and. prolix corre- 
spondence, after protests going back to 
the moment the new constitution was 
drafted in 1917, after a complete 
agreement with President Obregon in 
1923, the United States and the social- 
istic Mexican government of Calles are 
as far apart as ever. They have agreed 
to disagree; further correspondence is 
declared futile. At least $500,000,000 
worth of American owned property is 
on the verge of expropriation; revolu- 
tion and, perhaps, war impend. 


The Issue The precise form of 
the general controversy 
is this: Under the constitution of 


1917 Mexico has enacted land laws 
and adopted regulations that set 
at naught surface and sub-soil rights 
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American Investors Faced With 
Bilhion and a 


Half Loss in 


Mexico 


Real Danger In Sight for First Time 


in Recent History 


By THEODORE M. KNAPPEN 


duly acquired under various Mexican 
statutes of earlier years. The United 
States declares that this is retroactive 
legislation, fundamentally opposed to 
international law and the vested rights 
of the nationals of foreign nations. 

The dispute is especially acute and 
important as to the petroleum indus- 
try. In place of the definite fee and 
leasehold rights the petroleum extract- 
ing and converting companies had un- 
der the laws of the old regime, they 
must now accept, failing the efforts of 
the United States government to pre- 
serve the rights of its nationals (and, 
incidentally, those of other countries), 
mere permits to use and exploit their 
properties for a period of fifty years 
dating from the original establishment 
of title. 

That means in the case of one 
American company only nine years of 
occupation of properties that were pur- 
chased by it in fee simple and of ex- 
ploitation rights that were without 
definite period. For most of the large 
foreign companies the remaining period 
of grace ranges from fifteen to thirty 
years, in place of permanent property 
rights. 


It is true that new 
permits to use and 
; work the properties 
they occupy and that they thought they 


Hair Splitting 
Arguments 








Extent of American In- 
vestments in Mexico 


$22,000,000 
160,000,000 


Government bonds 
Railroads 


Mining and smelting... .300,000,000 


Oil lands, refineries, etc ..478,000,600 
Manufacturing 60,000,000 
Mercantile 50,000,000 
Plantations and timber. . .200,000,000 
Banking, telephone, tele- 

graph, light and power 

OS ree 10,000,000 
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owned may be granted at the expira- 
tion of those they must accept now, 
but the right of renewal is not guar- 
anteed. The Mexican authorities say 
that such procedure is not post facto 
legislation because the owners prior to 
1917 have the preferential right of 
concession under the new constitution;. 
but, they add, the present government: 
and future governments have the right: 
to change the status of the recognized: 
right. That is to say, it is not re- 
troactive legislation to destroy the es-- 
sential nature of a right if the state- 
admits that the right existed. That: 
is the sort of casuistical hair-splitting- 
that the administrations of Wilson,. 
Harding and Coolidge have been pes-- 
tered with in their earnest efforts. tc» 
solve the Mexican problem in accord-- 
ance with law and equity and. inter-- 
national good faith. 

The most provocative part of the- 
whole wretched quibbling business is; 
that the United States recognized the - 
present socialistic regime in. Mexicc» 
after lengthy negotiations by an inter-- 
national commission which resulted,. 
among other pacificatory things, in as 
declaration by President Obregon that 
the executive power would act in ac-- 
cord with certain declaratory deci-- 
sions then rendered by the Supreme 
Court of Mexico, which fully sustained } 
the rights of the foreign: petroleum: 
companies. Whilst admitting Presi- 
dent Obregon’s pledge, without which | 


-Calles would not be president today,. 


the latter does not find it binding upon: 
himself (as the agreement: of 1923 was - 
not in the form of a treaty) and is: 
proceeding to ignore it and 'its purpose. 


The. incubus of * 
foreign owner- 
ship of the- 
fatherland? 
against which Calles is struggling with » 
so little legalistic right and such con-- 
tempt for contracts, however great may 
be the moral right that supports revo-- 
lutions and sanctions repudiation, is, 
indeed, crushing. In 1912 Marion 


United States Owns 
More Than Half of 
Mesxico’s Wealth 





Letcher, an American consul, calcu- 
lated that the total wealth of Mexico 
was $2,434,241,422; of which Ameri- 
cans owned $1,057,770,000. 

But Senator Fall, who was chairman 
of the sub-committee of the Senate 
Committee on Foreign Affairs, which 
so tediously and fully studied Mexican- 
American relations in 1919-20, gave it 
as his mature judgment that American 
investments in Mexico were fully 
$1,500,000,000—or considerably more 
than half the entire wealth of the 
nation. But that is not all. Letcher 
puts English capital in Mexico at 
$321,000,000, French at $143,000,000 
and other foreign at $118,000,000; 
leaving to home ownership only $792,- 
000,000. If Mexico is not owned by the 
United States, in the sense of its 
nationals, it certainly is owned by the 
United States & Co. 

The United States Department of 
Commerce published in 1924 the ac- 
companying estimate of the details of 
American investments in Mexico. 

The extent of the American invest- 
ment in Mexican oil properties is prob- 
ably larger than stated in this table. 
Some authorities hold that 70% of the 
oil wealth is in American hands. 
Moody puts the total foreign invest- 
ment in Mexican oil at $1,050,000,000 
and attributes $606,043,239 of that 
amount to American owners. 

Mexican railroads are about _half 
American-owned, mines and smelters 
about 70%; and the larger part of the 
foreign ownership of plantations and 
timberland is American. 

If categorical statements on behalf 
of Mexico in the extended Kellogg- 
Saenz correspondence are to be ac- 
cepted at par, the constitution of 1917 
and the laws enacted under it do not 
impair American or foreign rights in 
any substantial way except as to the 
petroleum industry and agricultural 


(rural) lands. That leaves about $700,- 
000,000 (at the lowest calculation) of 
American property that is now in 
jeopardy as the result of applying a 
new socialistic constitution to old prop- 
erty laws and rights. 

As American figures of wealth go 
a billion dollars is nothing. But be- 
yond the present wealth is the future 
wealth in oil exploitation that will ac- 
crue to Americans if their properties 
are not confiscated. 

Mexico is next to the United States 
the chief oil-producing country of the 
world, and the ownership of its oil 
fields by Americans is essential to 
American leadership in the oil industry 
and perhaps even to American primacy 
in the international industrial race, in 
view of the limited amount of free 
petroleum remaining in the oil fields of 
the United States. As matters have 
stood the Mexican and American oil 
fields are virtually an economic unit 
behind American primacy in the oil 
industry and in the industries that are 
dependent upon it—which are a host. 


Confiscation? As there is no ques- 
tion as to the pro- 
priety of the new Mexican laws as 
applied to all property rights initiated 
since 1917—the year the present con- 
stitution was adopted—it may be as- 
sumed that American investors in Mex- 
ican oil properties will not be hampered 
unduly as to new undertakings, as the 
terms of new concessions do not seem 
harsh or oppressive. But if the com- 
panies that are now operating under 
titles and leases obtained before 1917 
—and that is true of practically all 
the 300 foreign (mostly American) oil 
companies—refuse to comply with the 
new laws they are subject to confisca- 
tion. 


So far, practically all of them have 
refused to do so, and theoretically have 
been outlawed since Dec. 31, the last 
day of the period within which they 
were supposed to register their sub- 
mission to the new petroleum law and 
apply for a renewal of such rights as 
the government was willing to accord 
them. No doubt they can still obtain 
grace, but it appears certain that if 
Calles remains in power and the United 
States allows matters to drift, rather 
than resort to force, the properties will 
be expropriated if their owners do not 
submit. 

In case of submission, assuming that 
Mexico does not soon take on another 
constitution and another swarm of 
laws and regulations, the actual prop- 
erty losses may not be great; and there 
is much truth in the Mexican conten- 
tion that most of the companies will 
be able to work out their oil deposits 
within whatever period of the fifty 
years that may remain to them. Of 
course, the permits that are to take 
the place of “indefeasible” titles will 
not be so advantageous to the petrole- 
um companies and more advantageous 
to the government than the old status, 
but they are not onerous. 

As this is written it is stated that 
the Mexican government has taken the 
first step toward compulsion by refus- 
ing the outlawed companies permission 
to drill new wells. Such a policy alone 
would within a few years render all 
foreign oil properties unproductive and 
worthless. 


A Way Out As further light on 
the dispute between 
the two governments on the oil issue 
raised by the new Mexican law gov- 
erning exploitation of oil lands it 
should be pointed out that the Mexican 
government has stubbornly contended 
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Some Important American Oil Companies Affected by Mexican Situation 
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Scope of Mexican 


Name of Company Activity 


TT ss 


COMMENT Name of Company 


Scope of Mexican 


Activity COMMENT 








Atlantic Refining. hig sang 


Effect not important as 
indirect interest Atlantic Lobos, Mexican 
producing subsidiary, 
been losing venture. 


has Sinclair 


400,000 acres, partly 


Mexican production on de- 
cline but still represents 
from % to % of total 
crude output. Production, 





Oil leases, storage and 


Cities Service... pine lines, 





Publie utility and oil en- 
terprise with several Mex- 
ican oil subsidiaries en- 
gaged chiefly in develop- 
ment work. Minor portfon 
of total activities. 





Extensive oil leases 


Gulf Oil and transportation. 


Production one of many 
varied activities. Mexican 
output accounts for about 
25% of total. Much of 
Mexican property reserved 
for future development. 





Vast concessions under 
exploration. 


Marland Oil 


Through subsidiaries holds 
concessions on over 15 mil- 
licen acres oil and gas 
lands in Mexico, These 
have figured in earnings 
only slightly so far, 





Mexican 6 million acres oil 
Seaboard Oil... leases and concessions, 


Production of crude oil in 
Mexico constitutes greater 
part of activities. Operat- 
ing subsidiary was organ- 


ized under laws of Mexico. . 





Pan-American 
Petroleum & 
Transport 


1.5 million acres, pipe 
lines and refinery. 


Largest producer of crude 
oil in Mexico, over 100.000 
barrels daily. Crude pro- 
duction in U. 8S. unim- 
portant. Vitally affected 
by Mexican situation. 





Consol. Oil.... 


productive. however, secondary to re- 


fining. 





Standard 
Oil of 
California 


Engaged in prospecting 
and developing Mexican 
acreage through subsidiary 
wholly owned. Has not as 
yet contributed to reve- 
nues, 


170,000 acres unde- 
veloped. 





Standard Oil 
(Indiana) 


Member of syndicate con- 

— : trolling Pan - American 

Large indirect interest petroleum by ownership 
in production. majority voting stock. See 
comment on that company. 





Standard Oil 
(New Jersey)... 


Mexican production of 
erude second to that of 
Pan-American. About 50,- 
000 acres with output 
Holds large producing varying between 20,000 
acreage and terminals. ang 90,000 barrels daily. 
Only size of company 
lessens importance of this 
factor. 





Texas Corp 


Varied activities through 
Mexican subsidiary, but 
6,000 acres of leases, operations on relatively 
pipe lines, terminals small scale, and produc- 
and topping plants. tion small in comparison 
with company’s production 
in VU. 
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that until the new law has been actual- 
ly applied there has been no concrete 
breach of the rights that the United 
States government stands for. Then, 
it says, the question may be taken into 
the federal courts of Mexico for de- 
termination in each case. Not until 
after such an adjudication of the 
claims of each company, runs _ the 
Mexican contention, would the United 
States be justified in asserting actual 
injury to its nationals. Mexican courts 
being what they are, it goes without 
saying that their decisions will com- 
port with the policy of the executive. 

While our Department of State em- 
phatically denies the doctrine that it 
must wait for concrete proof of the 
injustice done by an unjust law, this 
Mexican position leaves a way out for 
Calles with his dignity unruffled, 
should he conclude that the position he 
has so tenaciously held is 
no longer discreet. The 
Supreme Court of Mexico 
can decide against the ad- 
ministration in each case 
that comes before it—and 
five concrete cases involv- 
ing the same principle 
theoretically determine 
the general application of 
the law involved. 

This is precisely what 
was done at the time the 
United States agreed to 
recognize the government 
of President Obregon in 
1923. The Court passed on 
five concrete cases, and in 
each interpreted the Con- 
stitution so broadly that 
while the abstract princi- 
ple of national ownership 
of the subsoil regardless 
of past alienations was 
maintained its actual ap- 
plication did no material 
injury to property rights. 
President Calles’ indiffer- 
ence to these declaratory 
decisions and the subse- 
quent enactment of laws 
that disregard them give little ground, 
however, for much hope of relief from 
the courts. Duped into recognizing a 
regime that scoffs at the condition of 
recognition, the United States will not 
be satisfied with anything less than an 
unequivocal change of policy regarding 
oil land rights acquired before the new 
constitution was adopted. 


ie 
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The companies that are 
affected include many 
that loom large in the 
stock markets and in American com- 
mercial and industrial life, and sus- 
pension of their operations and seques- 
tration of their properties would have 
profound effects in the economic life of 
the United States. Some of these are 
included in the accompanying table. 
To visualize the meaning of the ap- 
plication of the new law of national 
ownership of the subsoil to these vast 
properties, it is only necessary to re- 
flect that for present specific titles of 
freehold or leasehold, carrying subsoil 
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Vast Amounts 
Involved 


Building Material 
Sugar and Metals 
Chemicals 


rights, their putative owners now have 
only a preference to a permit to work 
them; and that only insofar as the 
Mexican authorities may adjudge that 
the original rights have been substan- 
tiated by actual development or defi- 
nite initiation of development plans. 
In any event great areas will revert to 
the state and the supposed owners will 
have only competitive, not preferential, 
opportunity to apply for a permit to 
exploit them. A permit for a new 
undertaking will run for fifty years, 
but all the going ones are considered 
to have been operating from the be- 
ginning against a 50-year limit, so that 
most of them will have less than 
twenty-five years ahead. Theoretically, 
they will have a preferential right to a 
renewal of the permits that may now be 
granted, but no guaranty of getting it. 

Space does not permit of a discussion 
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FEATURE OF NEXT TWO ISSUES 


HE February 12 and Feb. 26 issues 
contain our Annual Dividend Forecast 
covering the leading securities of thirteen 
important industries. 


In the Feb. 12 issue: 
Railroads and Public Utilities 


In the Feb. 26 issue: 
Steels 


Tobaccos 
Merchandising 
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of the application of the new constitu- 
tion and its laws to the existing rural 
land titles of foreigners but they are 
greatly impaired. Moreover neither 
surface nor subsoil titles of any sort 
may be acquired by foreigners here- 
after in zones of a certain width along 
the frontiers and seacoast. 

The present acute situation in Nica- 
ragua is related to the Mexican im- 
broglio in two ways: first, Calles has 
boldly recognized the Liberal govern- 
ment of Nicaragua, whilst the United 
States has recognized the Conservative 
government, and has permitted the 
Liberals to obtain munitions in Mexico, 
if indeed he has not indirectly supplied 
them with military equipment; second, 
the intervention of the United States 
in Nicaragua to protect the lives and 
property of American citizens consti- 
tutes a logical precedent for similar in- 
tervention in Mexico when the oil land 
law is applied. President Coolidge re- 
cently gave point to the precedent 
when he publicly stated that the Ad- 
ministration’s course in Nicaragua was 
identical with that of the Hayes ad- 


Accessories 
Oils and Tires 


Automobiles 


ministration in the seventies when Sec: 
retary of State Evarts uncompromis- 
ingly stated that it was the duty of the 
Mexican government to protect Ameri- 
can citizens in their persons and prop- 
erties and that if that government 
couldn’t or wouldn’t give such protec- 
tion the U. S. would. Intervention, 
under whatever name, would mean war: 

However, the purposes of such a 
course may be realized by withdrawing 
American recognition-of the Calles gov- 
ernment because of its violation of the 
Obregon understanding. Revolution 
would follow, Calles would fall and the 
succeeding government would presum- 
ably reverse Calles’ land policies. Other 
and less brutal courses are possible. 
The dispute may be arbitrated, not- 
withstanding the present disinclination 
of the American government to follow 
such a course, and it is possible that the 

General Claims Commis- 
2 sion now considering losses 
= sustained by American na- 
= tionals during the years 
of chaos following the 
Madero revolution may 
pass on claims of the oil 
companies and others 
arising from dispossession 
under the new laws. The 
latter would be a tedious 
and probably not accept- 
able method. There is a 
remote possibility that 
Calles will revise his posi- 
tion in view of the grow- 
ing turmoil in Mexico aris- 
ing from the enforcement 
of the laws relating to re- 
ligious establishments, 
which has already resulted 
in popular disaffection, 
business depression and 
sporadic revolts. 

The probabilities are 
that the United States will 
not resort to armed inter- 
vention. The repercussions 
of the Nicaraguan af- 
fair are arousing hostility 
to the United States 
throughout Latin America whose po- 
liticos, devoted to abstractions and dis- 
dainful of realities, are reviving their 
childish accusations of imperialism 
against the “Colossus of the North” 
and are seeking to create an anti- 
American atmosphere in international, 
political as well as commercial rela- 
tions. 

Moreover, it is doubtful if public 
opinion will support the Administration 
in any use of force no matter how just 
the cause and how humiliating the al- 
ternative. In the long run the United 
States can probably attain its objec- 
tives by refusing, as a member of the 
Coolidge cabinet recently predicted in 
private conversation, to associate with 
any government, Mexican or Soviet, 
that does not respect its obligations. 
But that slow process may be a sen- 
tence of slow torture for great business 
interests and thousands of American 
investors (whose capital has blessed 
Mexico whilst profiting them) who 
were naive enough to believe that their 
government meant what it said when 
it promised to protect them. 
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tive common stock sold-at 113 and 
several weeks later was brazenly 
manipulated up to 164. This fifty-point 
advance in so brief a period was ac- 
companied by rumors that the company 


B ‘tre in October, Baldwin Locomo- 


had sold its valuable Philadelphia real - 


estate properties for a sum, it was 
guessed, equal to from $75 to $100 a 
share on the common. 

The extreme rapidity of the advance 
hardly gave Mr. Vauclain, the presi- 
dent, sufficient time to come out with 
an official statement either affirming or 
denying the rumors. However, on No- 
vember 8 while the advance was still in 
progress he was reported by the Phila- 
delphia News Bureau as having said 
in reference to the rumored sale of the 
property, “Nothing will be done until 
after September 1, 1927. By that time 
I expect to have all the shops west of 
17th street removed to Eddystone. It 
is a big job to get the shops moved and 
coordinated.” This rather incomplete 
statement, however, was followed by a 
much more definite statement by Mr. 
Vauclain to the Philadelphia News Bu- 
reau on December 81 that “Reports of 
the sale of the Philadelphia property 
are unfounded, and no ne- 


SRyrockets and Locomotives 


The Story of the Brazen Manipulation in Baldwin Loco. Stock on 
Mere Rumors Notwithstanding Their Denial by the President 


By J. WILSON THORNE 


move no longer had existence in fact. 

Baldwin Locomotive is not a stock 
with which the ordinary run of investor 
or speculator likes to deal. The stock 
is very closely held and of the entire 
200,000 shares outstanding, a very 
small amount in these days of two and 
three million share companies, it is not 
likely that the floating supply is nor- 
mally more than 25%. This obviously 
lends the issue to manipulation, as such 
a small amount of floating stock as in 
the case of Baldwin can easily be con- 
trolled at will by an aggressive, clever 
pool. 

The company has had a rather hard 
time of it, in common with other loco- 
motive manufacturers, in the past two 
or three years but is at present enjoy- 
ing a somewhat larger degree of earn- 
ings, probably having covered its com- 
mon dividend in 1926 for the first time 
in several years. It is obvious though 
that a pretext could not be found in 
the earnings nor, in fact, in the early 
prospects of the company to sufficiently 
justify a fifty-point rise in the stock. 

Having disposed therefore of the al- 
leged real estate deal which the presi- 
dent denied, and of the earnings im- 








provement which as shown was not 
sufficient to justify an important ad- 
vance in the stock, it seems that the 
only real reason left to account for it 
is the technical position of the issue. 
As shown above, the floating supply is 


extremely small. The stock, owing to 
previous reports of poor earnings, has 
for months been a target of short-sell- 
ing by professionals. It would seem 
that a sufficient short interest was al- 
lowed by the pool to build up to enable 
them to force the price of the issue at 
will, whenever they so desired. 

Presumably, the pool has been clever 
enough to avoid the semblance of a 
corner, otherwise they would have 
heard from the Stock Exchange. In 
other words, they have permitted a suffi- 
cient amount of stock to be free for 
borrowing purposes so that, technically, 
the regulations of the Exchange have 
been complied with. . 

The situation is singular in that no 
laws or regulations, even of a business 
character, have been broken. The com- 
pany’s officials are absolved from con- 
nection with the manipulation; the 
Stock Exchange has no legal reason 
for interfering: the shorts are al- 
lowed to cover, at a price, 
or to borrow the stock for 





gotiations are under way 
to dispose of the property.” 
The apparent inconsistency 
between both statements 
probably can be explained 
by the fact that a more 
definite statement than the 
first was required owing to 
the continued activity in 
the stock. 

Mr. Vauclain, according- 
ly, goes on record as having 
denied not only the sale of 
the property but any inten- 
tion to sell it and by doing 
so lives up to his reputation 
for unequivocal dealing 
with the public, an example 
which certain officials of 
other well-known compa- 
nies might well follow. 

It is clear then that the 


head of the company and, ") 
presumably, the other offi- “6 
cials had nothing to do with 
the manipulation of the 105 
stock. It is significant that 
Mr. Vauclain’s emphatic de- 100 


nial on December 31 of the 
rumors which were being 
broadcast did not prevent a 
further rise of the stock in 
the early part of January. 
The pool manipulating the 
issue, in other words, braz- 
enly conducted their opera- aN 
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short-selling, if they like: 
and the pool has simply 
taken advantage of a ripe 
technical situation. 

At the same time, sooner 
or later, manipulation of 
this type has a tendency to 
cast discredit on legitimate 
stock speculation. It has 
happened before that stocks 
manipulated upward out of 
all reason to actual condi- 
tions have suffered a de- 
bacle, dragging down in 
their wake the stocks of 
other companies not in- 
volved, thus causing inno- 
cent investors to suffer. It 
would seem that though all 
the rules and regulations 
evidently have been com- 
plied with, situations such 
as that existing in Baldwin 
Locomotive stock would 
warrant an investigation by 
the New York Stock Ex- 
change, not at all in the 
900 interest of those who fool- 
750 ishly sold the stock short 
600 who have taken their 

chances and must face the 
450 music, but in the interest 
300 of the general public which, 
150 with growing amazement, 
is watching this unedifying 
spectacle in the stock mar- 
ket. 
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Low Cotton Prices Likely To 
Be Prolonged— Effect on 
South’s Business 


his own again. Dethroned and 

driven into the western marches 
by the seemingly irresistible attacks of 
myriads of insect and fungus enemies, 
he has rallied new legions on the 
illimitable plains of Texas and turn- 
ing back to his ancient seats has 
routed all his foes and once again 
reigns over all the cotton empire, as 
absolute, tyrannical and cruel as ever. 

A few years ago they were raising 
monuments in the South to the glory 
of the usurper Boll Weevil, who was 
assumed to have conquered old King 
Cotton and brought in the new dynasty 
of Diversified Farming. But where is 
Boll today? Beaten on every field 
from Virginia to Texas, he seeks 
safety in hiding. Routed likewise are 
-his allies, Pink Bollworm, Cotton Boll- 
worm, Leafworm, Root Rot, Root 
Knot, Rust, Anthrachnose. 

Never in the days of greatest glory 
of old has King Cotton attained such 
a pinnacle of achievement as in this 
stupendous reconquest of his domain. 
The “crown” lands have attained an 
area of 47,000,000 acres, against 31,- 
000,000 in 1909, and they have this 
erop-year produced near 19,000,000 
bales of cotton. The realm is white 
with cotton and the “serfs” who tend 
the royal estates groan under unre- 
quited toil. 


Th cotton monarch has come into 


Shift From East to West 


Discarding metaphor: What is the 
South going to do with its tremendous, 
unparalleled cotton crop? and, What is 
this mountainous mass of cotton going 
to do to the South? 

No easy questions to answer. They 
dismay the oracles of cotton, and with 
an eye to their reputations they one 
and all are silent or ambiguous. 

A new element, a baffling factor of 
land use, makes the situation unique 
and chartless. The base of the cotton 
empire has shifted from the East to 
the West. 

The 1926 cotton acreage west of the 
Mississippi river was 29,000,000—al- 
most as much as the whole cotton acre- 
age of the belt five years ago. Vast tracts 
of grazing land, cheap, fertile; suscep- 
tible of cultivation in large units and 
with power machinery have been 
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wrested from the herds and ceded to 
cotton. 

Texas alone increased its acreage in 
five years from 11,000,000 to 18,000,000 
—and beyond the 18,000,000 are 20,- 
000,000 more from which the Longhorn 
and the Hereford may be ejected, and 
beef yield to cloth. The Southwest is 
capable of raising the nation’s whole 
quota of the world’s present cotton re- 
quirements. The new cotton land is 
cheap, taxes are low, fertilizer is not 
used, the yield per labor unit is large. 
The old cotton South of “one-mule” 
land units, worn out soil, primitive 
methods, inefficient labor, cannot com- 
pete with the new cotton South of the 
West. It is another economic episode, 
momentarily tragic, in the westward 
march of industrial empire and me- 
chanical innovation. 


More Production? 


With the improvement of cotton gins, 
enabling them better to handle 
“snapped” cotton—that is the whole 
boll, instead of its separated content— 
there will be a great increase of fast 
harvesting by hand and by the destruc- 
tive and wasteful sleds—a rough ap- 
proach to mechanical picking. More- 
over, a successful true cotton picking 
machine is just around the corner. 
This will be the mechanical field com- 
plement of the gin that separates the 
seed from the lint, for which the South 
has waited ever since Eli Whitney in- 
vented the gin to match the potentiali- 
ties of the multiplication of slaves in 
the fields with rapid market, processing 
of their product. 

Low prices in the face of new areas 
of virgin land suitable’ for extensive 
cultivation powerfully impel invention, 
the replacement by the machine and 
the machine-man of the low-wage 
laborer, and higher standards of 
efficiency and living. To extensive 
cultivation in the West the East will 
answer with intensive cultivation— 
fewer acres, more fertilizer, better cul- 
tural methods, higher quality, larger 
yields. Thus will the way be opened 
for ultimately still larger American 
cotton production at a price the world 
can pay. 

Turning to the immediate problem, 
the problem of the present bumper 


HORACE 
WESTLEY 


crop and the huge surplus, it becomes 
in its simplest form a question of the 
disposition of about 9,000,000 more 
bales than the world can possibly con- 
sume in the current crop year. Con- 
fronted by a surplus that is larger than 
the total crop of 1921 and about equal 
to the average crop of the first ten 
years of the century, the South was 
stunned in September and virtually 
panic-striken for a short time. 

Cotton prices reeled and reeled as 
each new estimate piled millions on the 
immediately preceding one. Within a 
few weeks they tumbled from eighteen 
cents to around twelve cents a pound 
—below the cost of production. 

Hysterical measures were advocated. 
Cotton was not to be picked, cotton was 
to be burned, the government was to 
buy and store the surplus; and, sane 
but not feasible, every farmer was to 
hold his crop. The white flood must 
somehow be impounded and controlled. 

Looking more to another surplus that 
might be piled on this year’s, the gov- 
ernors of the cotton states met in con- 
clave and set in motion a comprehen- 
sive undertaking to reduce the 1927-28 
acreage and encourage diversification 
of agriculture throughout the South. 
Responding to the universal demand 
that the Federal government do some- 
thing to relieve the situation the 
President summoned Eugene Meyer, 
director of the _ liquidating War 
Finance Corporation (which had dealt 
single-handled with the agricultural 
crisis—cotton included—of 1920-21), 
Secretary Mellon, Secretary Hoover, 
Secretary Jardine, A. C. Williams of 
the Farm Loan Board, and George 
James of the Federal Reserve Board, 
and instructed them to take such meas- 
ures as were within the authority of 
the government. 


Finance Aspect . 


It was decided to mobilize all the 
resources of the new Intermediate 
Credit Banks of the Farm Loan Sys- 
tem to finance the holding of cotton 
in farmers’ hands. As these banks 
cannot lend directly to individuals, and 
the co-operatives were too restricted to 
cover the field, it was necessary to 
organize intermediate financial corpora- 
tions, as provided by the law. This 
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was promptly accomplished through 
the immediate response of the business 
men of the South and the Intermediate 
Credit Banks were soon in a position 
to finance the holding for eighteen 
months of 4,000,000 bales of cotton. 
About October 20, the South began 
to realize that the Intermediate Credit 
Banks were prepared to lend nine cents 
a pound on withheld cotton, with as- 
surances that no margins would be 
called for, and that insurance and 
storage charges would not be deducted 
until the loan was liquidated. The 
effect was immediate. Being able to 
get what it clamored for the cotton 
industry refused to avail itself of the 
proffered assistance. The Intermediate 
Credit Banks, with $160,000,000 for 
swift emergency financing found few 
patrons—only 400,000 bales were hy- 
pothecated for long-time withholding. 
It was the old story of the bank run 
stopping when the runners found they 
could get their money. The price was 
pegged at around 12 cents, and the 
range of prices has been within a mar- 
gin of one cent since that time. The 
4,000,000 bales were not taken out of 
the market but the panic was stopped. 
Government authorities calculate 
that but for this emergency measure 
cotton might have dropped anywhere 
from two to six cents lower than it 
did. The general opinion is that the 
government swung into action too late 
to make the mass withholding idea 
effective. On the other hand, there was 
sturdy individual reluctance to surren- 
der freedom of action; and inability 
to hold back cotton, even on a 9-cent 
loan basis. Marketing has gone on 
apace but the ordinary commercial 
agencies have handled the offerings on 
about the basis of valuation that the 
Federal government was willing to 
back with its credit and resources. 
Enormous is the prestige of Uncle 





Sam; the old gentleman’s judgment is 
profoundly respected. 


_What Of the Future? 


The present price situation being 
dealt with as far as was possible by 
extra-market measures, the interest 
and effort of all concerned have been 
transferred to the next main factor in 
the problem of future prices—the size 
of the 1927-28 crop. A vigorous cam- 
paign, beginning with the governors’ 
meeting, has been carried into every 
school district of the South; aimed at 
reducing the acreage by 25% and edu- 
cating the farmers to raise other crops, 
at least to the extent of making every 
farm largely self-sustaining in food- 
stuffs. 

There has béen also a more or less 
sporadic effort to increase the domestic 
consumption of cotton, principally 
through new or diverted industrial 
uses. Energetic as the restriction cam- 
paign has been and as cordially as it 
has been received by the local banks 
and merchants who will be called upon, 
as usual to finance the cotton farmers, 
the outcome is dubious. 

The chances are that the unremuner- 
ative, even ruinous prices, will accom- 
plish more in that direction than all 
the concerted effort. It is highly 
doubtful whether pre-determined and 
natural restriction, together will re- 
duce next season’s cotton acreage more 
than 15%. 

As yet, the only positive indications 
of the outcome are the increased areas 
in Winter wheat in the Southwest, 
where it is easy to shift from one ex- 
tensive crop to another. But this shift 
is only a drop in the bucket. 

It is not at all likely that, taking the 
South as a whole, there will be any 
great shifting of cotton acreage to 
other crops. The cotton acreage may 











—probably will—be reduced but the 
acreage of other crops will not be 
greatly increased in a single year. The 
view prevails, though, that this year’s 
disaster will mark the inception of a 
gradual trend of the old cotton states 
away from cotton as the one big cash 


crop. The aim will be towards less 
acreage, and more _ productiveness, 
thus reducing the cost of production. 
But for 1927-28 the outlook is that re- 
duced acreage will not be enough to 
afford much relief from over-produc- 
tion. A few pounds more an acre 
would easily offset the less acreage. 

From the standpoint of the next sea- 
son’s production the chief “hope” is 
that unsuitable weather and a re- 
surgence of the boll weevil and its 
insect and fungus allies will enormous- 
ly reduce the yield per acre. There 
have never been three bumper yields in 
succession, and even two—such as we 
have had last year and this—are ex- 
tremely rare. 

In considering the price situation the 
current and future demand for cotton 
are as important as production. The 
world is consuming three million more 
bales a year. than it was before the 
war and there is a steady tendency in 
that direction, but consumption has not 
kept pace with production and the 
annual carryover has_ steadily in- 
creased. 

The gradual return of Europe to in- 
dustrial and financial normalcy is 
tending to increase cotton consumption. 
The American section of the Lan- 
cashire mills is now running on a full 
six-day week; Germany, Poland, 
Czecho-Slovakia, Great Britain, Italy, 
practically all Europe, and the Orient 
are increasing their purchases. These 
as well as the expanding domestic 
purchases are mainly on a _hand-to- 
mouth basis, but there are reports of 
(Please turn to page 648) 
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HERE is an inclination in some quarters to mini- 
mize the seriousness of the cotton situation. Some 
appear to believe that salvation and emancipa- 

tion can come only through grief and hardship. There 
is much to sustain this view insofar as individual 
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How An Expert Would Solve Cotton Problem 


Specially Prepared for The Magazine of Wall Street 


By CHARLES J. BRAND, Former Chief of the Bureau of Markets 


duction of roughly $520,000,000 in income will not 
create distress when distributed over something less 
than 2,000,000 cotton growers. 

However, there are some hopeful features in this ad- 
mittedly bad situation. 








The four crops immediately 
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human conduct is concerned, but the cotton 
situation is not in this class, for we cannot 
blink the fact that powerful economic 
forces, over which the producer has little 
control, are at the bottom of his troubles. 
Those who make light of the cotton situa- 
tion must be unaware of the fact that the 
value of a 16,104,000-bale crop in 1925 was 
almost $451,000,000 greater than the value 
of the 18,000,000-bale crop estimated for 
1926. The value of the seed in the smaller 
crop was likewise worth over $66,000,000 
more than that of the greater crop in 1926. 
It is certainly violent to assume that a re- 














preceding the present one did bring a fair 
price. Cotton has not suffered a severe de- 
pression since the 1921-22 cotton year. Then 
the cotton crop was less than 8,000,000 bales. 
This year’s crop promises to be at least 
18,000,000 bales. Then hundreds of thou- 
sands of farmers had almost no cotton to 
sell. Now practically all farmers have had 
some cotton to sell despite the low price. 
Then food and feed production fell far 
shorter of supplying home needs than they 
do this year when such money as does come 
in from cotton, to a considerable extent at 
(Please turn to page 673) 
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Hill Roads To Be Merged 


The Proposed Unification of Great Northern, Northern Pacific 
and Burlington—Roads on Upgrade—An Investment Opportunity 


ent in terms of the future, investors, 

or a great many of them, have little 
patience with records of past per- 
formance. Yet, it is undeniably the 
case with corporations, as with in- 
dividuals, that a better gauge of their 
inherent capacities and natural re- 
siliency, is often to be-derived from 
their progress in adversity than in 
prosperity. True enough the last few 
years have not afforded as many ex- 
amples of poverty as usual, but regard- 
less of the period few corporations 
have survived the test of adversity in 
more creditable fashion than the rail- 
roads of the Hill system, Great North- 
ern, Northern Pacific and their joint 
subsidiary, Burlington. 

This is the reason for their being 
attractive to investment funds at this 
time. Both stocks are cheap on past 
performance. Another excellent reason 
is that a good many investors unques- 
tionably feel that while the present 
long continued prosperity may not 
actually contain the elements of infla- 
tion, some recession at least in cor- 
porate profits is to be anticipated. As 
a matter of general application this 
idea is too overflowing with logic to 
require more than the bare statement. 
Specifically, nevertheless, it becomes an 
argument pro instead of con in the 
case of the Hill Lines, as they and 
‘their habitat the great northwest, have 
of late years missed out woefully on 
the general prosperity, indeed have 
witnessed a certain amount of actual 
depression. 

Thirdly, good reasons coming in 
threes, a variety of factors have been 
definitely set in motion, which should 
lead, perhaps quickly, perhaps slowly, 
but at least surely to the complete 
renaissance in earning power of these 
properties. 


[: their desire to interpret the pres- 


Why They Have Been Depressed 


The handicaps of the northwest car- 
riers have been extensively aired; 
agricultural difficulties, resulting in 
local depression and retarded terri- 
torial development; Panama Canal 
competition and “long and short haul” 
legislation, causing loss of not a fatal, 
but yet important, volume of traffic; 
inadequate rates, western carriers re- 
ceiving only about half the increase 
over pre-war tariffs accorded eastern 
roads although expenses’ increased 


equally. 
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By J. A. POLLOCK, JR. 


The creditable manner in which 
Great Northern and Northern Pacific, 
and the Burlington in which they hold 
in equal shares, a 97% interest, came 
through the last decade is shown in the 
accompanying table of earnings, which 
also includes for greater statistical 
completeness, the latter’s smaller sub- 
sidiary, the Colorado & Southern in 
which it has a 64% interest. Although 
both Great Northern and Northern Pa- 
cific were forced to reduce dividends to 
5% from the old 7% rate, it was neces- 
sary in really only one year, 1921, when 
many properties were showing operat- 
ing deficits, to draw on surplus re- 
serves. 

Thus an unbroken dividend record 
has been maintained since 1890 in the 
case of the former and since 1899 in 
the case of the latter. The ability to 
survive their manifold difficulties ob- 
viously arises from the high degree of 
financial independence which both 
roads had achieved before hard times 
set in. 

During many years of prosperity the 
managements of both roads had fol- 
lowed a consistent program of making 
conservative disbursements to stock- 
holders and reinvesting a large pro- 
portion of earnings in the’ business, 
along the lines of intensive develop- 
ment rather than expansion. The only 
notable expansion 


in the first fifteen years following its 
purchase, the parent roads withdrew 
from the subsidiary only a fraction of 
its full earnings. In other words, a 
huge additional reserve was allowed 
to accumulate in the Burlington, which 
from its beginning down to the present 
has been as nearly a gold mine as a 
railroad could be, and the controlling 
roads in reaping the benefit of their 
earlier policy, have but followed an 
inevitable course. Nevertheless, and 
while the margin has not been large, 
in no year since 1921 have dividends 
been allowed to infringe on earnings 
to an imprudent extent. 

The Burlington purchase, a continu- 
ing monument to Hill’s genius, stands 
in marked contrast to the more am- 
bitious and less salutary expansion of 
the St. Paul embraced in its Pacific 
extension. Both programs were put 
through at high cost but the one in- 
volved purchase of an established pros- 
perous carrier with an unbroken divi- 
dend record since 1862 whereas the 
other involved the construction of new 
mileage through undeveloped territory, 
and therein largely lies the difference 
in the two stories. 


Property Developed in Poor Years 


Although made up of lean years, the 





had been the 
joint purchase in 
1901 of the 
Burlington, which 
provided both 
lines with a 17 
Chicago entrance. 
Although pur- 
chased at high v7 
cost, it proved 
one of the most 
profitable invest- 
ments ever made 
by one corpora- 
tion in the securi- 
ties of another. 
It is, of course, 
due to the largely 
increased divi- 
dends paid by the 
Burlington to the 
parent roads that 
the latter have 
been able to 
maintain their 
own payments, 
but it is only fair 
to point out that 
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period since 1916 has witnessed a very 
substantial amount of sound property 
development, with only a moderate in- 
crease in obligations on the ‘part of 
both Northern Pacific and Great North- 
ern. Thus the former between the 
close ef 1916 and December 31, 1925, 
has added about $70,000,000 exclusive 
of capital write-ups amounting to $32,- 
000,000 to the investment account at 
the cost of increasing its debt only 
$7,000,000, about 80% of the funds be- 
ing provided out of earnings, i. e., de- 
preciation or surplus. 

Frem June 30, 1916, Great Northern 
added about $100,000,000 to the invest- 
ment account, earnings supplying ap- 
proximately 45%, while debt increased 
$70,000,000, although the cash position 
was improved whereas Northern Pa- 
cific lost ground in this respect. Re- 
ceipts during the earlier years from 
the Land Department of the Northern 
Pacific were of considerable assistance. 
In the same manner Burlington addi- 
tions since the end of 1916 have totaled 
about $140,000,000, of which income 
provided almost 75%, while an increase 
of $45,000,000 in funded debt left room 
for a substantial addition to working 
capital. 

Although Burlington declared a 54% 
stock dividend in 1921 and paid 27% 
in cash on the increased capitalization, 
the book value of the shares should 
stand at about $215 as of December 31 
last. It is of more than passing in- 
terest that the Interstate Commerce 
Commission’s tentative valuation has 
apparently set a higher figure on the 


company’s properties than that at 


which they are carried on the books. 
Notwithstanding, both Northern Pa- 
cific and Great Northern carry their 
Burlington investment at its original 
cost, $109,000,000 each, although this 
figure is about $70,000,000 below its 
net book worth. 

Both Northern Pacific and Great 
Northern have received as favorable 
an Interstate Commerce Commission 
valuation as their subsidiary. .The 


-book..values..of-their.stocks are about 
$175 and $160 a share respectively, 
which would become about $205 and 
$190 if the Chicago, Burlington & 
Quincy investment were written up to 
its apparent worth. 


High Valuation Helps Rate 
Possibilities 


The high valuation which has been 
placed upon the properties of these 
carriers is bound to prove of ultimate 
effect in righting one of the more 
cogent difficulties with which they have 
been confronted —inadequate rates, 
especially as high valuations have char- 
acterized the properties of other roads 
in northwest territory. Thus, while 
the entire western group have failed 
ever since the-passage of the Transpor- 
tation Act in 1920 to earn a fair re- 
turn upon the book value of their 
property devoted to transportation, 
the northwest roads have fared far 
less favorably than those of the central 
and southwest, although the book val- 
ues of the latter are not well supported 
by the valuation figures so far ren- 
dered, whereas the northern group have 
seen their own values pretty generally 
exceeded by the official returns on 
which rates are, supposedly, predicated. 

Indeed, all this was more or less 
granted by the commission in their re- 
cent decision on the application for a 
rate advance, the denial of which would 
have appeared inexcusable under the 
law had not the question been held 
open for reconsideration under the 
nation-wide rate investigation. It is, 
therefore, difficult to see how some 
form of relief can be long in forthcom- 
ing. This viewpoint is reinforced by 
the probability of the Supreme Court’s 
decision in the San Pedro case insist- 
ing upon methods of valuation which 
will produce substantially larger fig- 
ures than embraced in the Interstate 
Commerce Commission’s findings to 
date. ; 

An increased proportion of rates on 

traffic handled 





EARNED MILLIONS 
ane DOLLARS 


1921 1922 = 192 





NORTHERN PACIFIC penne 






jointly with roads 
in the east and 


RANGE . 
: south suggests it- 


a LEGEND 
Oo 91 self as the most 
35 INCOME PER SHARE RANGE expedient —_solu- 
tion. Should a 


finding of this 
nature grant the 
same advance as 
1 was given in the 
18 New England 
Rate Divisions, it 
1 might be expected 
2 to add roughly $1 
a share to earn- 
69 ings of the Great 
66 Northern and 
Northern Pacific 
6} and $2 a share 
to those of the 
Burlington. In- 
cluding their 
54 equity in income 
of the latter, the 
fl former would 
benefit to the ex- 
tent of say $2 a 
share. 
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This would prove an important addi- 
tion to results which rest on as broad 
a capitalization base as is the case with 
the Hill roads. Capitalization of both 
Northern Pacific and Great Northern 
is virtually identical, debt standing to 
capital in the excellent ratio of 1.2 to 
1. As about one-third of the funded 
debt of both companies was assumed 
in the acquisition of the Burlington 
and is offset thereby, the situation is 
much stronger than appears upon its 
face. 

Thus net fixed charges of both com- 
panies after crediting dividends and 
other non-operating income, is only 
about 5% of their respective gross 
revenues and less than one-fourth of 
net operating income. Regarded as an 
offset to funded debt, it is undoubtedly 
fair to capitalize the Burlington equity, 
representing such a large accumulation 
of invested funds, on the basis of a 
514%2% income return which represents 
a somewhat higher yield than: can be 
secured from average A-I railroad com- 
mons at this time. This method of 
determining value would place a figure 
of slightly over $150,000,000 on each 
parent road’s holding of the subsidi- 
ary’s stock, reducing their net funded 
indebtedness to about $170,000,000 and 


‘the ratio to capital stock to about 0.7 


to 1. 

Each addition of 1% to present earn- 
ings, therefore, is of decidedly more im- 
portance in its relation to dividend pos- 
sibilities than it would be in the case 
of the average road, as only a dispro- 
portionately large loss of business 
could seriously impair the per share 
showing, a fact permitting of a rela- 
tively larger distribution without in- 
volving any departure from conserva- 
tism, as these lines by the omission of 
dividends are enabled to retrench fur- 
ther in terms of their fixed charges in 
one year than most other roads can 
in two or three years. If the carriers 
in the territory receive the relief sug- 
gested above it should be entirely 
feasible for the two Hill roads to in- 
crease the present $5 dividend to $6, if 
not indeed to re-establish the old $7 
rate. The latter would constitute a 
financially sound objective, as neces- 
sary improvements could again be 
financed through issue of additional 
share capitalization rather than by fur- 
ther assumption of debt. 


Merger Plans Forming 


Theoretical readjusting of the parent 
companies’ financial structures assumes 
perhaps more than academic interest 
in the light of a recent announcement 
by the managements of the early in- 
tention to press for a merger of the 
two roads and their large subsidiary. 
The form of this combination, which 
is not in accord with the commission’s 
tentative recommendation assigning 
Great Northern to one group and 
Northern Pacific-Burlington to another, 
has not as yet been disclosed, but 
whether accomplished by lease or 
physical absorption the net effect would 
undoubtedly be to combine the out- 
standing shares of the parent roads 
on a more or less even basis. There 
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would then have been cre- 
ated a single system em- 
bracing some 24,334 miles, 
exclusive of the Colorado & 
Southern, completely cover- 
ing the territory west of 
St. Louis, Chicago and St. 
Paul and another of Kan- 
sas City and Denver, with 
both a northern and south- 
ern main line to Portland, 
Seattle and Vancouver on 
the Pacific Coast. Through 
control of the 1,800-mile 
Colorado & Southern outlet 
is furnished the western 
lines to the southwest and 
the Gulf ports of Houston 


Ee 


ble I—How the Hill Roads Compare 


Colorado & 
lington Southern* 











Great 


Dec, 31, 1925 Norther: 


Road and Equipment 
Other Investments 


Funded Debt 
Capital Stock 


Working Capital 
Depreciation Reserve 
Surplus 





Northern 
n Pacific 


Bur- 


(Millions) 


$575.3 
198.9 


$774.3 
320.8 
248.0 


$568.8 


16.9 


40.4 
181.2 


$573.5 
54.4 


$627.9 
211.3 
170.8 
$382.1 
23.9 


68.6 
192.8 


and Galveston, while 
through the Burlington’s 
recently consummated traf- 
fic relationship with the 
Gulf, Mobile & Northern a 
short route is created be- 
tween Chicago and Mobile, 
providing the eastern part 
of the Hill system a point 
of export on the Gulf. . 
The combined property 
and investment accounts 
would exceed 2.1 billion 





Year 1925 

Gross Revenues 

Net Operating Income 
Other Income 


Net Income 
Mileage 
*Colorado & Southern Rwy. only. 


$114.9 

28.2 
11.4 

18.2 


$97.8 $159.1 
22.2 28.1 
“11.0 2.0 
15.3 9.0 


Net Deductions 6.8 4.2 6.9 


21.4 17.9 


6,693 


21.1 


9,399 


City Rwys. and the Wichita Valley Rwy, 


**Colo. & 
Sou. Lines 


**Includes Fort Worth & Denver 


greater book value for its 
shares, and smaller fixed 
charges. Great Northern 
is in a stronger cash posi- 
tion but has somewhat 
smaller reserves. Northern 
Pacific is possessed of cer- 
tain outside assets in which 
the other company is lack- 
ing, notably its land grants 
which include over 5,000,- 
000 acres. Although there 
has been a decline in recent 
years due to depressed con- 
ditions, receipts from sale 
2.9 of lands normally has made 
1.2 available a substantial sum 
6.0 for railway improvements. 
Of somewhat similar 
character is the Northwest- 
$25.6 ern Improvement Company, 
5.6 controlling about 600,000 
0.6 acres of coal and ore-bear- 
2.6 ing lands on which there is 
some indication of oil. The 
subsidiary; also holds about 
$25,000,000 par value of se- 
curities, the major portion 
of which are readily mar- 
ketable. Dividends have 
been irregular: in 1908 


$82.3 
21.6 


$103.9 
45.2 
48.0 
$93.2 


1,9 
3.6 


1,805 














dollars, against which there 





there was paid direct to 





would be debt of only 860 

millions and outstanding capitalization 
of 500 millions, a tremendously strong 
set-up. 

Although operating in generally 
similar territory there are some basic 
differences in the type of business 
handled by each road. Burlington has 
its largest tonnage in bituminous coal, 
Great Northern in iron ore and North- 
ern Pacific in lumber, but combined the 
traffic distribution would be ideal. The 
celerity with which mergers have been 
brought to a successful conclusion here- 


aimeeemte cae 


tofore, does not impel any immediate 
comparison of the two securities out- 
standing with the public, nor could 
an adequate discussion of the respective 
merits of two so evenly matched prop- 
erties be conducted except in much 
longer space. It may suffice to point 
out a few of the more salient differences. 
Great Northern has the greater mile- 
age, the shorter route to the Pacific 
and the larger gross revenues. North- 
ern Pacific, on the other hand, shows 
the larger investment account, a 


Northern Pacific stock- 
holders $17,445,000; in 1922 a $6,000,- 
000 note to the parent company was 
paid off; cash dividends of $992,000 
were paid in both 1925 and 1924 when 
an $18,025,000 stock dividend was also 
declared but not taken upon the parent 
company’s books. Northern Pacific 
carries the $24,800,000 stock of the sub- 
sidiary at less than $7,000,000. 

The most obvious difference between 
Great Northern and Northern Pacific 
is the discrepancy in recent earnings. 

(Please turn to page 670) 








Table II—Earning Record of Hill Roads and Subsidiaries 


Per Share 





r 


1916 1917 
$9.24 
7.00 


2.24 


1918 
$8.04 
7.00 
1,04 


1919 
$8.87 
7.00 
1,87 


1920 
$7.74 
7.00 
0.74 


1921 
$11 41 
7.00 
4.41 


1922 
$4.36 
5.25 
0.89 


1923 
$7.24 
5.00 
2,24 


Year 
GREAT NORTHERN 
Dividend 


11.90 
7.00 
4.90 


8.12 
7.00 
1.12 


9.20 
7.00 
2.20 


7.70 
7.00 
0.70 


8.90 
7.00 
1.90 


6.07 
5.00 
. 1.07 


5.23 
5.00 


BURLINGTON** 
Dividend** 


17.21 


11.62 
5.59 


13.34 


5.13 
8.21 


13.78 


5.13 
8.65 


$7.39 


13.42 


5.13 
8.29 


15.92 


27.00 
411.08 


11.86 
10.00 
1.86 
COLO. & SOUTHERN 
Dividend 
Surplus 


10.08 
3.00 
7.08 
+ Deficit. 


3.41 
3.00 
0.41 


9.82 
0.00 
9.32 


$6.98 
$0.00 $0.00 
$6.98 $7.37 
** Figures for 1916-20, inclusive, adjusted to present capitalization. 


$4.66 
$0.00 
$4.66 


* Six months, + Approximate. 








Table I1I—Estimated 1926 Results 


Net Income 
$26,000,000 
20,880,000 


Road Per Share 
$10.42 
8.50 
14,16 


13.15 


Per Share 
$12.28 
10.37 
15.57 
13.15 


Including Equity in Subs. 
$28,770,000 
24,720,000 
26,600,000 
4,075,000 
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Low Coupon Rate Bonds in 
Favored Position 


Market Gains Not Limited by Redemption 





ONDS are in the vanguard of the 
securities market. For years 
they have enjoyed an almost un- 
interrupted progress until at the mo- 
ment of writing they are at the high- 
est level in fourteen years. 

With interest rates continuing to de- 
cline, and with cheap money seen in 
‘the leading financial capitals of the 
-world a general belief has grown up 
-that the bond market is sure to score 
.continued advances. Without examin- 
ing the fundamental soundness of this 
position, it yet remains true that many 
‘bonds are not likely to advance much 
further while some have the greatest 
profit possibilities as yet before them. 
For example, a bond of a prosperous 
ecompany, issued in 1921 and which 
‘bears a 7% interest rate, callable at 
105, is not likely to rise much above 
105, irrespective of the fact that its 
current income would be far higher 
than other bonds of similar quality, 
but not so disadvantageously situated 
with reference to call price. Typical of 





Possibilities—Greater Scope for Profits 


By LORING DANA, JR. 





this situation are Duquesne Light 6s 
and Toledo Edison 7s. Their present 
current yield is far higher than would 
be the yield of bonds floated to refund 
these issues. 

The only exception to this statement 
are such bonds as convertible or war- 
rant bonds, where the possibilities of 
conversion profits are so large that 
they overcome the fear of the call op- 
tion being exercised. A further diffi- 
culty in purchasing bonds selling at a 
good premium is in their being made 
attractive for sinking fund operations, 
when these are permitted at anything 
near market price. 

Even in the case of such premium 
bonds as do not have the constant 
threat of redemption or sinking fund 
to face, should their maturity be near, 
say, within ten years, they are also in 
a disadvantageous position. Thus, a 


bond selling at 120 to yield currently 
a handsome return, is yet slated to lose 
2 points per annum. Could this reduc- 
tion be 


predicted automatically it 






would not be so difficult a situation to 
understand. But very often such pre- 
mium bonds will continue to gain in 
price for a year or two despite the 
increasing nearness to maturity when 
suddenly some unfavorable earnings 
statement will send them tumbling 
down in price. They thus become in- 
creasingly vulnerable to market influ- 
ences and lack the stability that solid 
bonds ought to enjoy. Only where the 
current income is so attractive con- 
sidering the character of the security. 
is the purchase of a bond at a large 
premium to be recommended. Here 
there is a narrow margin of calcula- 
tion, but one that sometimes favors a 
purchase. 


II 


BONDS selling at discount are in an 

altogether reversed market position. 
They are not affected by any redemp- 
tion price provisions. If they sell at 
near par, then the area of possible 

















































































































* 
Fifteen Attractive Low Coupon Rate Bonds 
Times Current Yield to 
Legalfor Outstanding Prior Interest Recent Income Maturity 
Bond Maturity Trust Funds (millions) Liens Earned Price % % 

Kansas City Southern, Ist 88...........0.00008 1950 Me 30.0 2,02 13% 4.06 4.90 
Georgia Midland, Ist $8.............ceseseeees "rns 1.6 2.564 13% 4.09 5.16 
Wabash R. R., Omaha Div., Ist 3%s......... re: 3.2 Ae 2.73B 84 4.16 5.11 
N. ¥., N. H. & H.R. R., Non-Conv. Deb. 3%s. 1947) eae a ee) ee 72 232«4.86 5.90 
Chateaugay Ore & Iron, Ref. Ist 48............ <—  aes 2.368 89 4.49 5.03 
Cincinnati, Lebanon & Northern, Ist Con. 4s... 1942.2... 1.2 ec 3.208 90%, 4.40 4.83 
Lehigh & Now York, Ist 48.............0..005 1945 ee 2.0 0 3.268 9 #8§©§©=— 4.44 4.81 
Louisville & Jeffersonville Bridge, Ist 4s...... 1945 Me. 4500 D 90% 4.43 4.83. 
Providence Terminal, Ist 4s....... PMA a “raed 4.0 «148A 4.76 5.05 
Chicago & Northwestern, Gen. 48.............. . 1987 N.Y., Mass., Conn. 30.5 32.0 187 90% 4.42 5.00 
Southern Ry., Dev. & Gen. “A” 4s............ 1956 ny) er 86% 4.77 4.88 
Mortgage Bond Co. of New York, 4s, Series 2.. 1966 —...... et ee oe 82 4.87 5.04 
N. ¥. & Westchester Lighting, Gen. 4s........ ee otc aie 93 341A 82% 4.87 4.89 
Philadelphia & Willow Grove St. Ry., Ist 4%s. er Ae 1,0 3.15A 89 5.05 6.37 
Great Northern Ry., Gen. “D” 4%s........... 1976 Conn 15.0 139.8 2.22 94%, 4TTsti(i«é‘«i CS 
— A—Earnings guarantor er lessor company. B—Earnings entire system. C—No prior liens on specific property mortgaged. _ D—Guaranteed 
by more than one railroad. 
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profits may be limited by a call price 
of, say, 105. But if they sell, as most 
do, at 10 to more than 20 points below 
par, none but the academic student is 
likely to even take .the trouble to look 
up the call price. There is really only 
one drawback in bonds purchased at a 
discount from par value. That is in 
the lower current income they afford 
the buyer. 

It is obvious that when bonds sell 
at a premium their current income will 
always be more than their yield to ma- 
turity. For the premium must be re- 
duced ultimately, as the bond can only 
be paid off at par value. When bonds 
sell at a discount, the present income 
has to have added to it the difference 
between present price and what will 
be paid on the bond at maturity, and 
thus the yield to maturity is composed 
of two factors, the coupon payments 
and the anticipated gain in price as 
maturity nears. The exception to this 
general rule is found in such bonds 
whose redemption is not expected. 
Here the yield to maturity is entirely 
theoretical, and no one considers its 
nominally high rate. 

The bond purchaser is confronted 
with a _ vital dilemma. 


premium, and receive instead 4.69% in 
current income and yet have a bond of 
equal merit. He is losing, therefore, 
3/5 of 1% for the first year. He must, 
therefore, see a market appreciation of 
his bond of at least this amount in 
order that his abstaining from this 
large income should be compensated. 

The advance in bond prices in the 
last year throws some light on the 
actual possibilities. A leading bond 
index gives the gain from the low 
price of November, 1925, to the low 
price of November, 1926, as from 84.2 
to 88.4 and the advance in the high 
price for the same months as from 
84.9 to 89.2. Either computation shows 
that in 1926 the market value of bonds 
rose by about 5%. 5 

As against this gain of 5%, the 
average difference in current income 
received, quality for quality, between 
twenty bonds, selected at random, and 
selling’ at a marked discount, and 
twenty bonds, selling at a premium, 
also selected at’ random, was 0.65% 
per annum. On this crude basis alone, 
therefore, the purchaser of bonds at a 
discount was amply justified if more 
gains were made by the bonds selling 


no matter how strong the pull of a de- 
clining rate of interest, it would not 
very much affect bonds past call price 
or those with a heavy premium to be 
liquidated before a comparatively 
early maturity date. The entire force 
of this tendency would have to be 
exerted on bonds selling at a discount. 
These bonds would not only gain in 
proportion to the gains that would be 
theirs as a result of a lower rate of 
interest, but they would also be bene- 
ficiaries of an investment demand that 
could not be exercised on bonds selling 
at a premium. Not in fifteen years has 
a juncture occurred so favorable to 
bonds selling at a discount as is the 
market situation today. ; 
It is often argued that there is really 
no profit in purchasing bonds that are 
selling at a discount from parity. Their 
yield to maturity takes care of all the 
possible gain that they can make be- 
tween their low current income and 
parity price. This yield to maturity 
cannot be markedly less than that of 
other bonds competing with them, and 
selling at a premium. 
This argument ignores the element 
of time. That is to say, in a mathema- 
tical sense the argument 
is correct. But it is very 





Shall he take high yields 
for the present, and ac- 
cept the reduction in 
premium over par as time 
goes on, or should he pur- 
chase bonds at a discount 
and accept a lower yield 
here and now? This 
dilemma should be solved 
according to the trend of 
the bond market. When 
bonds are going down in 
price, then current income 
is the only certain form 
of income one can expect, 
and premium bonds are in 





NEXT ISSUE 


First Section of Our Annual Dividend 


Forecast. 





Second Section Appears in 


February 26 Issue 


similar to the assumption 
that if a man at twenty 
has a forty-year expecta- 
tion of life, that the 
chances of his death in the 
next year are one-fortieth 
of that series, or 2%%. 
As a matter of fact these 
chances are considerably 
less than a hundred to one. 
The rate of gain in bonds 
at a discount has been 2% 
greater in 1926 than in 
those at a premium, de- 
spite the theoretical dis- 
tribution of the yields to 








a favored position. On “ 
the other hand, when bond 
prices are rising, in addition to present 
income there is the possibility of 
profits. Under these conditions, it 
would appear that bonds selling at a 
discount are very much favored. 
Even the laying down of this general 
proposition does not really solve the 
problem for the investor. After all, in 
accepting a lower current income he is 
making a sacrifice of present income. 
He has a right to compute the true 
cost of this sacrifice. In other words, 
it is not enough for him that the price 
of bonds should advance as that they 
should advance at a rate which more 
than makes up in price gains what he 
has lost by accepting reduced current 
income. How can he measure this? In 
other words, the investor wants to 
know some rule by which he can deter- 
mine which bonds selling at discount 
are cheap or dear as against the gen- 
eral bond market. 


III 


AN investor who purchases a bond at 

a discount from par receives, say, 
4.09% in current income. By current 
income is meant the amount to be re- 
ceived in the course of the next year. 
He could have purchased a bond at a 
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at a discount than were made by those 
selling at a premium. For if both 
classes of bonds went up by 5% in 
market value, and the bonds at a dis- 
count received 0.65% less than the 
others in current income, their buyer 
did not choose wisely. 

Another study of the twenty bonds 
chosen at random showed average gains 
of about 6.2% in those selling at a dis- 
count and less than 4% in those selling 
at a premium. Fear of redemption 
and sinking fund operations limited 
their gains. On a difference of 2.2% 
in market gains the 1926 buyer of 
bonds at a discount was amply justi- 
fied for his renunciation of 0.65% in 
current income. 

Whatever 1926 may have achieved, 
1927 should be very much better inso- 


‘far as bonds at a discount are con- 


cerned. Bonds at a premium gained 
about 4% last year, but in so doing 
they narrowed considerably the possi- 
ble area of their gains in 1927. A 
gain of 2% in average quotations for 
bonds now selling at a premium would 
seem to be excessive. A further gain 
of 4% in bonds selling at a discount 
seems to be entirely probable. 

A declining rate of interest would 
tend to shoot bond quotations up. But 


maturity. Hence, the bar- 
gains in bonds must be sought among 
these issues, primarily. 

Naturally, the low coupon bonds are 
those that sell at the greatest discount, 
all other things being equal. Here and 
there a 5% bond sells at a discount 
and a 4%% bond at parity, but they 
are usually of a different investment 
grade. In this market a 3% bond of 
the very highest grade could not sell 
at parity, whereas any high grade 5 
per center would hover near its call 
price. The very existence of these 
3 and 4% bonds is conclusive proof 
that at one time such issues could 
be floated. Are we likely to encounter 
a market again in which three per 
centers or, to be more conservative, 
three and one-half per centers will be 
quoted at parity? If this comes soon, 
the argument for the purchase of these 
bonds becomes more decisive. In fact, 
the possibilities of all 4% coupon bonds 
or less become greater than of any 
speculative group of stocks. While 
no conclusive evidence can be cited in 
favor of such a great reduction in the 
rate of interest, it does seem likely that 
Liberties may sell on a 3.25% basis in 
1927. In that case, with rails of best 
quality down to an average price of, 

(Please turn to page 670) 
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Bonds 


! HE uprush in bond prices that 
Tr characterized the early part of 

January has been continuing in 
a straight line. The “averages” are 
rising steadily. With the sudden dip 
in money rates, as commonly predicted, 
after the turn of the year, a spurt of 
investment demand resulted. At last 
United States Treasury 3%s, with 
thirty year maturity, sold below a 
3.50% basis. This is by far the most 
significant single long-term quotation 
in many months. It is interesting in 
this connection to note that nearly all 
such purchases seem to find their way 
into strong boxes, so that supply of 
Federal obligations is no longer abun- 
dant. Should new Treasury financing 
be effected on a 3.5% basis, the bond 
market would have stabilized its high 
levels. Purchasers of tax-exempts will 
not in all cases benefit by this general 
tendency, though. The recent attempt 
has been made in New York to exclude 
all municipal bonds from the list of in- 
vestments legal for savings banks, that 
are in any way dependent upon limited 
taxation. While this move may not be 
made effective, it remains true that 
greater discrimination in public bonds 
is being insisted upon. But the great 
bulk of municipal bonds remain ex- 
ceptionally attractive, and are likely to 
score good gains in 1927. Low coupon 
raters in the best states are especially 
attractive. 

The sudden discovery of foreign 
bonds continues to excite investors, and 
these issues are now being pushed up 
to very high levels. As in domestic is- 
sues the “cats and dogs” such as Polish 
issues have gained most. The long 
tranquility of Europe and the apparent 
operation of stabilization programs has 
assisted this recovery. Even Mexican 
issues have fared well, nor have Latin 
American issues at all reflected the 
strain of recent diplomacy. French 
issues are showing less than 7% yields. 
There is no doubt that any stabiliza- 
tion program in France would permit 
of much industrial financing here at 
attractive rates. 

Rail bonds have been favored along 
with the movement of rail stocks and 
the best quality issues today average 
something under 4.50%. Even prime 
industrial bonds averaged under 5.20% 
in the last week’s market. 

Rand Kardex 5%s moved up 10 
points from 140 to 150, reflecting stock 
features. Sinclair 6%s rose from 93 
to 973. They have been unreasonably 
undervalued hitherto. Granby convert- 
ibles at 189 scored a 8 point gain. New 
York City Tractions have shown good 
gains. Broadway & Seventh Avenue 
and Brooklyn, Queens County and Sub- 
urban are leaders. All St. Paul is- 
sues were strong. ’Frisco incomes and 
Hudson & Manhattan adjustment in- 
comes gained a point. The whole list 
was notable for its few recessions. 
Despite the large volume of new financ- 
ing that present bond popularity is 
causing, there seems no reason for ex- 
pecting the upward movement in bonds 
to cease, as yet. 
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Bond Buyer’s Guide 


Bonds for Income Primarily 


Prior 
Liens 


GOVERNMENT ISSUES (Millions) 


Argentine 6s, 1959. 
Dominican Rep. 5igs, 
Haiti 6s, “a 
Chile, ext. 8s (due at 105), 1941. 


RAILROAD ISSUES 


Baltimore & Ohio, ag hog 1995.. 
Erie & Jersey, Ist 6s, 1 
Genesee Riv., Ist 6s, 1987.00. os. oe 
Great Northern, Gen. ‘te; 1066>...00).. 
Kan, City Sou, Ref, & Imp. 5s, '50. we 
Minn,, St. P. & — 6%s, 1931. 
M-K-T, P. L. 5s, 1962 0 ae 
Missouri Pac., Ist & Ref, = 1949. (a).. 
N. ¥., 0. & W., Ref. 4s, 1 
Ogdensburg & Lake aad 1st 4s, 1948 
Rutland, Ist 4%s, 1941........... 
San Antonio & Aransas Pass, 

Ist 4s, 1943 
Western Pacific, Ist 5s, 1946.. 


PUBLIC UTILITIES 


Am, W. W. & Elec. Coll. 5s, 1934..(b).. 
Commonwealth Power, 6s, 1947....(b).. 
Hudson & Manhattan, Ref. 5s, 1957 (b).. 
Kansas Gas & El. Ist 6s, 1952.....(a).. 
Laclede Gas, C. & R. 5%s, 1953...(b).. 
New York Dock, Ist 4s, 1951 (a).. 
New York Edison, Ist 6%s, 1941..(a).. 
Ohio Pub. Ser., lst & Ref, 7s, ’47..(b).. 
United Fuel Gas, Ist 6s, (a).. 
Western Union, 6%s, 1936 (a).. 


INDUSTRIALS 


Am, Smelting & Ref., 6s, 1947.... 
Anaconda, Ist 6s, 1953 
Bethlehem Steel, P. M. 5s, 1936.... 
Central Steel, Ist 8s, 
Goodrich, B. F., ey 
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Hershey Choc., 1st Coll, 54%s, 1940. oa 
Int. Paper, Ist 5s, 1 47 ne 
Sinclair Pipe Line, S. F. 5s, 1942..(a).. 
So. Porto Rico, Ist Coll. 7s, 1941..(a)..  «---- 
U. S. Rubber, Ist 5s, 1947 (b).. 2.6 
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RAILROADS 
Chicago Gt. Western, 1st 4s, 1959. 
Central New England, Ist 4s, 1961. 
Erie, Gen, Lien 4s, 1996 
Int, Gt. Northern, Ist 6s, i952... 
Mo. Pacific, Gen. 4s, 1975 ‘ 
Rock Is,, Ark. & La, Ist 4%4s, '34. - 
New Haven Deb. 6s, 1940 ‘ 
Western Md., Ist 4s, 


PUBLIC UTILITIES 
Brooklyn-Manhattan Tr., 6s, 1968... 
Indiana Nat, Gas, Ref. 5s, 1936.... 
Manhattan Ry., Cons. 4s, 1990.... ee 
Market St. Ry. Ist 7s, 1940....... (a).. 
Montreal Tramways, Gen. & Ref. 5s, 

195 


5 Cy... 
N. Y¥. & Richmond Gas, Ist 6s, 1951. (b).. 


INDUSTRIALS 
Webster Mills, 6%s, 1933 
Col, Industrial Ist Gtd. 5s, 1934... 
Consolidation Coal Ist & Ref, 5s, 


Commercial Credit, Coll. BAe 1935. Ra) 
Republic Iron & Steel, Ref. & Gen. 
54s, 1953 ..... Rite iaieiaeraleh Si cekertipes 
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100 
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100G 
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115 
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In- to 
come Maturity 
6.11 6.13 
5.54 5.54 
5.98 5.99 
7.38 7.25 
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5.63 
5.00 
5.26 
5.66 
5.09 
4.68 
5.75 
5.06 
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DEBENTURES 
Am, Chain, 8S. F. Deb. 6s, 1938 
Am. Type Founders, Deb. 6s, 1940.. 
Liggett & Myers, Deb. 7s, 1944.... ‘ ea 
Sun Oil, Deb. 544s, 1939 -. 29.3 


SHORT TERMS 


Cen, of Georgia Ry., Sec. 6s, June 1, 1929 31.1 
Gen, Petroleum 6%, April 15, ’ ee 
Sloss-Sheffield P. M. 6s, Aug. 1, ’29.... 17 


105 
102T 


101T 
105 


AAMT 
aon 
ZRSag 


98 
92 
03 


. 


Note—All bonds in $1,000 denominations, except (a) lowest denomination $500, (b) $100. 


Earnings are on five-year basis unless shorter basis is only one available. 


are assumed, earnings of guarantor company are given 
Y—Recent earnings about $2.16, A——Callable as a whole only. 


lower prices. G—-Not callable until 1930 or later. 


Where bonds 
T—Callable at gradually 
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% MERGED WITH OHIO FUEL CORP 











Recent Merger Aids Earning Power 
of Columbia Gas & Electric 


Fusion with Ohio Fuel Makes System Great Natural Gas 


Power—Preferred Stock Now on _ Investment 


is a utility system that has ex- 

hibited a remarkable record. Its 
older shareholders have profited tre- 
mendously by the consistent growth of 
the system. 

Not only has the company been a 
great success for its shareholders, but 
its open and above board policy of re- 
vealing all data to the public has 
been as profitable as it has been excep- 
tional. Unique investor confidence is 
the reward of this straightforward 
procedure. Hence, the news of its 
merger with Ohio Fuel, consummated 
in September, has aroused a high de- 
gree of curiosity among public utility 
investors. They are anxious to know 
if the system is embarking on a career 
that will reward investors as much as 
its past growth. 

The earlier earnings announcements, 
after the consummation of the merger, 
made it quite clear that the earnings 
per share of common in the new 
merged corporation were much larger 
than the earning power per share of 
common in the old Columbia system be- 
fore the merger. But these earnings 
statements, favorable as they have 
been, reveal merely one thing and that 
is that the Columbia Gas management 
are keen traders. To have achieved a 
greater earning power per share for 
their own common stockholders argues 
much as to the past, however, but little 
as to the future. 

The important question concerns the 
effect of the merger upon operating 
costs, whether in the production or dis- 
tribution end of the service. Redue- 
tion in operating costs, if effected, 
ought to assist greatly the earning 
power of the common stock. If an $8 
per share basis is in prospect, then the 
price of $100 could be set as a fair 
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ee GAS & ELECTRIC 


By JOHN POMROY 


value for Columbia Gas & Electric com- 
mon. This would be above prevailing 
quotations of 90 and should enable 
the stock to resist the inevitable mar- 
ket recessions that must: occur from 
time to time. We need to consider 
here, primarily the properties acquired 
from Ohio Fuel and the significance of 
recent financing. 

Columbia Now Dominant in Natural 
Gas 


The most obvious effect of the merger 
has been to increase the part that nat- 
ural gas will contribute to the gross 
revenues of the system. In a sense 
there is no natural gas company that 
deserves the critical examination that 
is merited by Columbia Gas & Electric. 
No other natural gas company has 
quite the scope in a settled area that is 
held by this organization. Only the 
Philadelphia Company system has anal- 
ogous problems. In the west, espe- 
cially in Texas and Louisiana, the nat- 
ural gas fields are new and the area 
not heavily industrialized. Maximum 
use by consumers and maturity of pro- 
ducing areas are, on the contrary, char- 
acteristic of Columbia Gas & Electric 
system. 

The question naturally arises whether 
or not the present earnings of the sys- 
tem are really net, or whether a deple- 
tion offset, if not for the present, at 
least for the early future, must be 
placed against this account. It is pri- 
marily a question of the duration of 
profitable exploitation of its natural 
gas supply that is central for the fu- 
ture earning power of Columbia com- 
mon stock. It is not a question so much 
of physical duration of the supply, as 
of duration of the supply on a cost 
basis more favorable than that of man- 


Basis 


ufactured gas. Naturally the related 
question of possible profits under mixed 
natural and manufactured gas produc- 
tion is related to all such depletion 
questions. 

Of course, the entire valuation of 
Columbia Gas & Electric is not bound 
up with natural gas. Increasing use of 
electricity will tend to give that factor 
greater and greater significance. The 
analogous experience of the Philadel- 
phia Company may here be cited. The 
Equitable Gas Company, its subsid- 
iary, has not been lately a tower of 
strength, but has been far surpassed 
by Duquesne Light which is almost the 
whole profit picture in Philadelphia 
Company. The same change in the 
balance of profitable operations may be 
characteristic of Columbia Gas & Elec- 
tric. But the recent acquisition of Ohio 
Fuel has, at least temporarily, set aside 
the electrical development to a second- 
ary position. The natural gas reve- 
nues thus become very significant for 
the immediate future of the earning 
power of common stock. If this situa- 
tion is satisfactory, the shares will be 
entitled to sell at about thirteen times 
annual earnings. 


Scope of the New System 


The output of natural gas, alone, in 
the new Columbia system is 144.6 bil- 
lion cubic feet. An idea of the inten- 
sive use of natural gas, as compared 
to artificial or manufactured gas can 
be obtained by a comparison of this 
consumption with the three largest 
manufactured gas companies in the 
United States. These are the Con- 
solidated Gas of New York, The Brook- 
lyn Union Gas and People’s Gas of 
Chicago. Together, these three com- 
panies produced about 95 billion cubic 
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feet. The population of New York and 
Chicago is about 9 millions. The new 
Columbia Gas & Electric system serves 


about 4.5 millions. Half the popula- 
tion uses 50% more gas, or in other 
words, per capita consumption is three 
times as great. This is due to two 
yeasons. The first is the cheaper per 
unit cost of natural gas. The second 
is in the greater heating capacity of 
natural gas per unit consumed. It 
would not be too much to say that in 
terms of service rendered, natural gas 
is four times as cheap as manufac- 
tured gas. 

All this would seem to encourage a 
too extensive use of the older fields in 
the Appalachian mountains. But the 
supply of natural gas in this area is 
much larger than has been hitherto be- 
lieved. For example, -new pressure 
systems have recently shown that the 
Pennsylvania oil wells can produce a 
much. greater flow than has_ been 
thought possible before. Similar tech- 
nical development has 


ural gas supplies abound. In this man- 
ner the economical supply of natural 
gas for an indeterminate period is as- 
sured. Certainly for the next decade 
or so there is no factor on the horizon 
that can increase the cost of produc- 
tion, or decrease the revenues from the 
supply of natural gas. 

Electrical consumption is also going 
ahead at a good rate. About 200 com- 
munities are served with electricity as 
against 800 with gas. Gas and electric 
customers together total over one mil- 
lion. The new Columbus power sta- 
tion should do much to increase the 
consumption of electricity. It is as- 
serted to be the most efficient power 
producer in the country, having taken 
that honor from Milwaukee and Pitts- 
burgh. The large coal properties, fully 
26,000 acres, contain excellent bitumi- 
nous coal, and when added to the effi- 
ciency in fuel use continue the basis for 
large operating profits in electrical 
sales. In respect of fuel resources, 





1926, to the 20.6 million surplus avail- 
able for common should be added $550,- 
000 in interest charges eliminated by 
this retirement of bonds outstanding. 
Earnings of 21.1 millions for the 3,- 
375,000 shares of common, thus should 
prove to be about $6.20 per share, as 
against a dividend payment of $5 
thereon. 

Current assets, according to the Sep- 
tember 30, 1926, consolidated statement, 
exceed current liabilities by about 17.8 
millions. Hence on the score of work- 
ing capital, present dividend rate does 
not appear to be too high. Neverthe- 
less it remains true that unless the per 
share earnings rise in 1927 and 1928, ° 
the shares of Columbia Gas & Electric 
will scarcely continue to sell at four- 
teen times annual earnings, as at pres- 
ent, should an epoch of market skepti- 
cism ensue. What is the prospect for 
increased earning power? Prevailing 
gross receipts are about 92 millions per 
annum. It should be compared with 
the combined 1925 
gross earnings of 















































been proceeding in 
the natural gas fields. Columbia, as it then 
There, however, em- ‘ d was, plus Ohio Fuel. 
phasis has been placed Columbia Gas and Electric Scope Doubled Shik wale 
upon two other fac- by M lions, including all 
tors. One is the bet- vy erger gross income apart 
ter utilization of na- taaaian from operating gross. 
tural gas so that the Columbia Gas & Electric Corp. An increase of 14 
flagrantly _ wasteful ota eee, Tae | millions, or about 18% 
methods of the past December 31,1925. September 30, 1926. per annum, in the 
are ended. The sec- eS ee same system, in one 
ond has been the MipOReTORCIINED fs tracc-cecunSevinwtsawns $33,483,000 $91,464,000 year, speaks for in- 
economy in the con- Operating income ...........6....0055 $15,455,000 $31,544,000 tensive sales work. 
sumption of natural - fe ~ An increase of only 
gas by using manu- Net income available for preferred 8 millions in gross for 
factured gas as a D> «ed nish nado goes natohi — Be sanseceseactll _ the entire system 
substitute at such Surplus for common stock .......... $8,074,000 $20,240,000 over 1926 earnings 
times when natural a eae ee eee aa ay ought to show about 
gas distribution costs Meraed per share. common........---- SS 25 millions, at the 
are excessive. (Exchanged share fer share) least earned on the 
This latter  tech- a amne camer yes = i ni Sg common, or about 
nique effects two im- ————---- wo ne ~~ $7.25 per share. This 
portant savings. In Ppopeeny ACCOUNT. <). visi asics Sain 5s $146,743,000 $434, 066,000 does not make allow- 
the first place it re- pe ree cere rte ee 236,000 249,000 “ee for operating: 
duces operating costs —— at Sh economies due to the 
by making it unneces- Gas customors ..........2...0eeceeee: 294,000 843,000 merger, which engi- 
sary to maintain pea!- crane = : geen. 5 oe a ae neering opinion con- 
load distribution fa- siders highly possible. 
The preferred stock 














cilities for twelve 

months a_ year to 

meet the pressure for two or three 
months a year. The plant invest- 
ment alone, in the shape of pipe 
lines, has. cut considerably into net 
profit. Today the peak load in two or 
three months is served in a profitable 
manner by adding to natural gas sup- 
ply, supplementary manufactured gas, 
ind mixing the two together to stand- 
ard quality. 

In other words, pipe line investment 
is based upon normal consumption ex- 
cept at the height of winter. When 
the capacity of these pipe lines is ex- 
ceeded, instead of tying up great sums 
for nine months a year to serve three, 
the Columbia system finds it cheaper to 
manufacture the auxiliary supply. In 
this way operating costs are cut, as 
well as plant investment, and the sup- 
ply of natural gas conserved. 

In addition to this technique of con- 
servation, Columbia Gas & Electric 
holds reserve acreage, in which there 
is reasonable geological belief that nat- 
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70,000 acres of oil land either owned 
or leased with 2,500 producing wells, 
speaks well for the corporation as a 
self-sustaining fuels corporation. 


Recent Financing Creates Better 
Balance 


On January 1, 1927, Columbia Gas & 
Electric (the old corporation) retired 
eleven millions in funded debt. At the 
same time, the new corporation offered 
shareholders of record on January 20, 
1927, the right to subscribe to one share 
of new stock for each eight shares now 
held for $60, or considerably below the 
market. This increased the common 
stock outstanding by 375,000 shares tv 
8,375,000 shares. The elimination of 
11 million in funded debt cut the debt 
of the consolidated system to only about 
47 millions, or less than 11% of net 
property value of entire system. On 
the basis of reported earnings for 
twelve months, ending November 30, 


is in an even. better 
position. The 95.2 millions in preferred 
stock (6%, cumulative “A” shares) 
seems assured of over $30 per share, 
after the retirement of 11 millions in 
funded debt. Its advance in seniority 
in the capitalization of Columbia gives 
it a standing much higher than that of 
junior bonds in many other systems. 
Call price of 110 can at present be 
disregarded. When it is remembered 
that about 32% of gross receipts are 
opplicable to the preferred shares, their 
ultra-high investment standing will be 
seen at once. At prevailing price of 
101 to yield 5.94% it is very attractive 
for conservative investors. 


Conclusion 


The common stock, on the other hand, 
although having few large possibilities 
at the moment, is a substantial spec- 
vestment, with undoubted long range 
probabilities. It would not be surpris- 
ing to see $7.50 earned in 1927 and $8 
earned in 1928. The trend is upward. 
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Stock Dividends, Rights, 
Privileges and Arbitrage 


A Series of Articles for Investors by JOHN DURAND 





Y way of 
introduc- 


STOCK 
DIVI- 


AR 


Ln 


OLIDIATED 





DENDS tion to 


a 
: {926 


dividend is that invest- 
ors, in order to benefit 
from the compounding 
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this neces- 
sarily brief section, 
students are advised to 
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feature, must retain all 
stock received as divi- 
dends; thereby sacri- 
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read three comprehen- 
sive articles on the sub- 
ject, which appeared in 
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RIGHTS One great 
advantage 




















of being listed on the 
New York Stock Ex- 
change is the compara- 
tive ease with which a 
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ent depends upon cir- 
cumstances. The large 
and luscious variety, 
known as a “Melon,” 
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corporation may raise 
additional cash capital 
by offering to stock- 
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subscribe to more stock 
at a price under the 


o 
O~N we 





oO 








marks the fruition of 
several years of expand- 
ing earnings, usually 
stimulates a sharp up- 
turn in market price—not that two 
half-shares are, per se, worth more 
than a whole share; but because cor- 
porations customarily employ this de- 
vice to increase cash dividends without 
setting up a conspicuously high rate 
per share as a target for politicians. 

Take the contemplated melon on 
U. S. Steel as an example. Had a $5 
dividend been established on the new 
stock, there would have been no change 
in the aggregate value of outstanding 
capitalization, and hence no occasion 
for speculative fireworks; for $5 on 
1.4 shares of new stock would have 
brought to stockholders the same in- 
come as $7 on one of the old shares. 
But, with a dividend rate on the new 
stock equal to that on the old, stock- 
holders benefit by a 40% increase in 
cash income and a 40% increase in the 
value of their holdings. The new divi- 
dend rate really amounts to $9.80 on 
the old stock. 

For this reason, all common stock 
analyses should be worked out “on the 
basis of present capitalization,” by 
compensating past earnings and cash 
dividends per share to allow for what- 
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ever stock dividends may have been 
paid during the period under review. 

The priciples involved in relatively 
small, periodic stock dividends, which 
are paid in lieu of, or to supplement, 
cash dividends, are somewhat more 
complex. One peculiarity of this type 
of dividend is that the apparent yield 
(ratio of cash value to market price) 
remains constant, regardless of fluctua- 
tions in market price. Yet the cash 
income received by investors, who make 
a practice of selling these periodic 
stock dividends, will vary with the mar- 
ket price for the stock. Since the ef- 
fect of periodic stock dividends is to 
augment the amount of stock outstand- 
ing, at a geometric rate of increase 
(after the manner of compound inter- 
est), it becomes apparent that the 
weight of this insidious expansion in 
capitalization must inevitably depress 
the market price when earnings fail 
to increase pari passu. 

Where the periodic stock dividend 
is supplemented by a cash dividend, 
the effect is to increase the cash divi- 
dend also in geometric progression. 
Another objection to the periodic stock 





market. As a rule, the 
new issue will be un- 
derwritten by some re- 
sponsible banking or 
brokerage house, which agrees to take 
all shares not subscribed for by stock- 
holders. 

Rights are’ valuable to the _ stock- 
holder, since they are tantamount to 
an extra cash dividend. For this rea- 
son, a stock’s market price will ordi- 
narily advance quite sharply in antici- 
pation of rights. Sponsors for the is- 
sue will endeavor to hold the price at 
this higher level in order to encourage 
subscriptions; but, after expiration of 
the time for exercising the rights, the 
weight of new stock thrown on the 
market by stockholders who may not 
care to keep the additional shares, will 
usually cause a moderate reaction in 
price. 

Insiders and underwriters frequently 
support the stock with scale orders to 
buy on the way down and, when selling 
ceases, mark the price up to a new 
high level from which their holdings 
may be liquidated at a profit. The 
market action of Consolidated Cigar 
during such a period last year is typi- 
cal (see accompanying graph). 

The method of computing rights will 
be readily grasped from a practical 
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example: In 1926, the American Tele- 
phone & Telegraphing Company offered 
to stockholders of record, June 8, the 
right to subscribe, until August 2, for 
1/6 share of additional stock, at $100, 
for each share of old stock held. Prior 
io selling “Ex-rights,” on June 8, the 
stock held around 14634. Hence the 
cost of 1 1/6 shares of new stock was 
equal to the cost of 1 share of old stock 
plus the cost of subscribing to 1/6 share 
of new stock at $100 a share; namely, 
(46.75 plus 16.67, or 163.42. The cost 
of one share of new stock was there- 
fore 163.42 divided by 1.17; namely, 
i40. The difference betwee the cost of 
me share of old stock and one share 
of new stock gives the value of a 
“Right”—in this instance, 14634 minus 
140, which is 6%. 

There is usually an active market in 
rights during the interval between an- 
nouncement and the date of expiration 
(i. e., the time when subscriptions are 
due). But the actual market price of 
rights is nearly always fractionally 
lower than the theoretical value ob- 
tained by the process just described. 
This is partly due to pressure on the 
part of holders who elect to cash in 
their rights at the market, rather than 
subscribe to the new stock; but is main- 
ly a normal offset to the cost of arbi- 
trage, which includes taxes, commis- 
sions and interest. In the example 
cited, Telephone rights ruled from % 
to % of a point below theoretical value 
during their two months’ trading 
period. 


PRIVILEGES It has been estimated 

that almost one-third 
of all transactions on the London Stock 
Exchange are based upon Privileges, 
or Options. Russell Sage is said to 
have laid the foundation for his great 
fortune by dealing in Privileges, or 
what is known as “Paper” in Wall 
Street jargon. 

These useful aids to trading have 
never been employed so extensively in 
America as they are in Europe. This 
may be due to the fact that the New 
York Stock Exchange, while not pro- 
hibiting it, rather frowns upon the 
practice, on what we surmise to be a 


short-sighted theory that dealing in 
Privileges tends to curtail the volume 
of actual trading, with corresponding 
loss in commissions. It is, of course, 
illegal to sell Privileges without ade- 
quate capital to make them good when 
exercised by purchasers. 

Privileges are of three varieties— 
Puts, Calls and Spreads. A PUT gives 
the holder the right to Sell, or Put, to 
the maker of the Option a definite num- 
ber of shares of a specific stock, at a 
fixed price, any time during the life 
of the Privilege. A CALL (see speci- 
men form here reproduced) gives the 
holder the right to Purchase, or Call, 
from the maker a definite number of 
shares of a specified stock, at a fixed 
price, any time during the life of the 
Privilege. A SPREAD is a combina- 
tion Put and Call. 

Privileges are usually sold for a fixed 
sum per hundred shares. This varies 
with the period covered by the option; 
but, for 30 days, the customary rate is 
$137.50 per hundred shares. The num- 
ber of “Points away” from current quo- 
tations, for which the privilege is writ- 
ten, will depend upon the stock, its 
activity, the market position of the 
maker, and the length of time (Period) 
covered by the Option. Occasionally a 
Privilege will be issued “At the mar- 
ket,” by raising the cost by an amount 
comparable to the normal “Points 
away” of the flat rate paper. This 
method of charging for Privileges is 
obviously of greater advantage to the 
maker than to the purchaser, which 
makes it harder to sell such options 
than the flat rate paper. 

It is a matter of prudence to demand 
that options be guaranteed by some 
member of the Stock Exchange; though 
purchasers of odd lot Privileges must 
ordinarily rely upon the good faith of 
the maker. There is no tax on Puts. 
As to Calls—the customary New York 
State tax is paid by the maker, when 
and if the stock is Called; but he must 
pay the Federal tax (the same as on 
an actual sale of stock) at the time 
the Call is issued. 

The usual commissions must be paid, 
by both holder and maker, when Put- 
ting or Calling a stock through exer- 
cising the Privilege. Brokers demand 
the customary margin on trades car- 





ried overnight (except Fridays), even 
though protected by Privileges; but no 
margin is required where stock is 
closed out the same day (or on a Sat- 
urday, when privileges have been ex- 
ercised the preceding Friday) that 
Privileges are exercised. 

Methods of using Privileges will be 
taken up in our next Installment. They 
are issued for so many different pur- 
poses, however, that no dependable in- 
ferences as to the market’s future ac- 
tion can be drawn by comparing the 
relative spreads of Puts versus Calls, 
as measured by their respective “Points 
away” from current price for the stock. 


ARBITRAGE Arbitrage may be de- 

fined as: “Any method 
of profiting by departures from the theo- 
retical spread that should normally ex- 
ist between the prices of related is- 
sues.” Such methods (to which we 
shall advert in the next installment) 
commonly fall under three main head- 
ings: 

(1) Buying in one market, and sell- 
ing a like number of shares of the same 
issue in another market. Occasionally 
securities may be picked up at auction, 
and sold at a small advance in price 
on the Stock Exchange; but the most 
common procedure is to buy on one 
Exchange and sell on another. A quite 
extensive Arbitrage business of this 
type used to be carried on by cable be- 
tween New York and London; but un- 
settlement in Sterling exchange, as an 
aftermath of the war, led to a shrink- 
age in the volume of such transactions 
which it may take years to restore. A 
relatively small amount of Arbitrage 
of this sort is now carried on between 
New York and such cities as Boston, 
Philadelphia and Chicago. For this 
method to be successful, it is necessary 
that frequent telegraphic quotation 
service be maintained between the two 
centers, and that the stock be reason- 
ably active on at least one of the two 
Exchanges where it is listed. 

(2) Arbitrage dealings in two issues 
of the same company; where one issue 
is, or will be, convertible into the other. 
Examples of this would be the pur- 

(Please turn to page 671) 
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Sixty Important Switches 


For Income and Profit 


HE stock market has reached a stage where a careful examination by every investor of 
his more speculative holdings is absolutely essential, in order that as much protection as 
possible may be provided in the event of a general market setback. The character of 
the market is becoming more and more selective, and it is necessary to distinguish 

Jaa.) between those issues which have attained or exceeded prices representing a fair ap- 
a praisal of a company’s prospects and those which are still intrinsically valued on a 
moderate basis. 

In effecting switches, it is often desired to select issues selling at approximately the same 
levels as those about to be liquidated, and in order to facilitate such exchanges, securities in 
the following tabulation have been grouped according to market prices prevailing at this writ- 
ing. Stocks whose liquidation is advised are followed immediately by other stocks in the 
same selling range in which the proceeds may be reinvested. The earnings used are the latest 
available, the accompanying symbols denoting the period of time to which they are applicable. The 
switches indicated will in many cases provide a more attractive yield in addition to the more 
important qualities of greater price stability and more probability of an upward trend. 
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( 1.) Stocks Selling. Above 125 Recent Annual Yield Common Range 


Price Dividend N Earnings 1926 


i? 


o> 


o 


e 


oe 


So s%ee% 
oeger 
Pua 

goto, 


> 





2, 
5 


oe, 


S same general lines as National Biscuit but on smaller 
Switch Out of scale. No dividends ever paid on common stock al- 
though such action now only matter of time. Very 
volatile issue. Little warrant for present levels on 
Bsininet Yiela Cimnn basis any indicated developments. Sharp advances 
Dividend % Earnings apparently based on periodic vague reports as to a 
possible merger. 
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American Brake Shoe & Foundry 
135 6 4.4 13.40d 180-110 


Manufactures wide variety of railroad equipment Sloss-Sheffield Steel & Iron 
including brake shoes, castings, car wheels, track fix- 131 6 4.6 15.10d 142-103 
tures, etc. Diversification and replacement business Important producer of pig iron from raw material 
has prevented wide fluctuations in earnings usual in mined from its own properties. Properties all located 
equipment companies. Floating supply of stock small in Alabama. Earning power erratic but has averaged 
and price subject to erratic changes. Stock not ma- very satisfactorily. Earnings should eventually permit 
terially out of line with intrinsic value, but there are more liberal dividend, but market appears to be dis- 
better opportunities with respect to yield and price counting such prospect prematurely, as permanent 
stability in event of market setback. increase hardly likely until greater portion of funded 
debt has been retired. 
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Chicago Pneumatic Tool 
126 6 4.8 6.82¢ 128-94 


Has been steady earner and has paid dividends with- (1) Switch Into 
out interruption for 25 years. Output includes pneu- 
matic tools, air compressors, rock drills, Diesel engines. 
Has subsidiaries in Canada, Germany and France. Peoples Gas Light & Coke 
Present levels for stock appear entirely out of line 127 8 6.3 12.57a 131-117 
with present or prospective earnings and dividend pay- Handles substantially entire gas business of Chicago. 
ments, and have been made possible largely by short Earnings inherently stable, a condition resumed in 
interest in conjunction with concentrated ownership. 1921 after decline in few years preceding due to abnor- 

mal war costs and failure to secure proper rate adjust- 
Coca-Cola ments. Above earnings cover 12 months ending Sep- 

172 7 4.1 16.25b 174-128 tember 30 last. Gradual increase in annual income 
may be expected. Yield better than in case of most 
leading” operating utilities of its class and stock has 
investment merit. 
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Large manufacturer of well-known soft drink fea- 
tured by small tangible assets and large earning power 
especially in recent years. Nine months’ earnings as 
given above are subject to year-end deductions for 
taxes and other items and final figures for 1926 are Westinghouse ‘Air Brake 
likely to be but little in excess of interim figures re- 135 7 5.2 10.52b 146-105 
ported for 9 months. Low price of sugar has been ne ot ebhed del tak: ais f 
decided factor in recent prosperity, and 1927 earnings railroad equipment companies Divi med Pe 
should reflect disadvantage of higher sugar market. interruption since 1875. Normal earning power 

Loos W thes Biscuit enhanced by share in automatic railroad signal busi- 
ness prescribed by government, through subsidiary, and 

162 eee se 10.39d 177-88 current earnings suggest more liberal dividend dis- 

Plants located in seven cities. Engaged in manu- bursement. Favorable outlook should prevent any 
facture of wide variety of crackers and biscuit along serious decline in stock even in reactionary market. 
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Recent Annual Yield Common Range Annual Yield Common Range 
Price Dividend % Earnings 1926 Dividend % Earnings 1926 


(2.) Stocks Selling Between 100 Baltimore & Ohio R.R. 
and 125 
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109 6 5.9 12.14d 110-83 


Large eastern system which has undergone substan- 
tial improvement in recent years. Establishment of 
: $6 dividend believed to be forerunner of further in- 
Switch Out of crease to $7 annually which would be well within the 
limits of earnings and permit company to finance by 
means of stock sales at par or better; 1926 earnings 
ws estimated around $16 on common, so that there is 

121 4 3.3 3.99¢ 124-77 ample room for further enhancement in value. 

Has enjoyed sustained prosperity as evidenced from 
uninterrupted dividend record since organization in Great Western Sugar 
1905; $4 dividend included extra but represents regu- 112 8 71 8.964 113-89 
lar rate equivalent presumably to be paid after giving ’ i 
effect to 331/3% stock dividend recently announced. . in 
Current retirement of preferred leaves nothing ahead Remarkably strong financial position for a sugar com- 
of common. Sound industrial issue, but little incentive pany. Earning power substantial under normal con- 
for further holding at high levels prevailing now that ditions in sugar industry, and has been well maintained 
best of news is out of way. despite depressed sugar market. Upward trend of 
sugar prices together with indicated increase in pro- 
. i duction augurs well for fiscal year ending February, 
Cushman’s Sons, Inc. 1928. 


108 4 5 a 4.00b 108-77 
Operates seven bakeries and over 100 retail stores (3 ) Stocks Selling Between 80 and 100 


in Greater New York. Earnings showed successive 
declines in first three quarters of 1926. No apparent 
justification for high price of stock based on either GE 

earning power or financial position, and yield decidedly Swit h Out of 
unattractive. Present or even higher price may be 
sustained for time through control over small floating Consolidated Cigar 

= but stock at this level represents unsound hold- 84 - 83 8.60b 87.45 
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Leading producer of beet sugar in United States. 
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Dividends resumed in 1926 at above rate after five- 
. year lapse. Improvement result of gradual recovery 
Lehigh Valley R.R. of cigar industry, adversely affected by war, together 
121 3.50 2.9 6.25b 106-75 with increased employment of cigar making machinery. 
Anthracite road that has shown rapidly improving Resumption of payments at such high rate appears to 
earnings since termination of coal strike. Final 1926 have discounted prospects for some time to come, and 
figure should approximate $9 per share, earnings until time has demonstrated ability to maintain this 
which gave rise to recent extra of $1.50. Merger pros- dividend, movement of stock likely to be uncertain. 
pect and advance in shares probably due in part to 
buying for control, but early prospects seem well dis- Crucible Steel 
counted at present levels and yield hardly warrants 31 6 14 4.07¢ 83-04 
holding through possible reaction. 
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Earnings on more satisfactory basis than at any 
time since war, but are unavoidably fluctuating in char- 
Z acter. Company pays out larger proportion of income 
(2.) Switch Into than in case of most steel enterprises, and margin of 
earnings over dividends hardly sufficient to justify 
‘ : higher price for stock or even maintenance present 

American Locomotive levels in event of slowing down in industries using 
108 8 74 3.11e 120-90 products. Increase to $6 basis during 1926 about all 


Shares substantially entire railroad locomotive out- of constructive nature to be expected for present. 
put with two other companies. Business inherently 
unstable and dividend not always earned but profits 
in good years are substantial. Financial status very : 
strong and dividends at present rate reasonably well (3.) Switch Into 
assured. Will probably be shown to have been approxi- 
mately earned in 1926. High income return renders . sae Mi tres 
stock more suitable for holding in unsettled market 89 — ppaasag eine 95-18 

of ».00D o- 


than some others similarly priced. 

Manufacturer of wide variety of industrial ma- 
chinery, with remarkable stability of earning power 
for business of this type. Source of increased profits 

121 8 6.6 9.774 125-111 exists in company’s greater participation in installation 
Sound issue with investment merit, not ordinarily of electrical equipment. Stock is never spectacular, 
subject to wide market fluctuations. Company by rea- but is also not subject to severe reactions. Provides 
son of impregnable position financially is able to pay an attractive income return, together with probability 
out bulk of earnings in form of dividends. Earnings of gradual enhancement in market value. 
showing gradual but steady increase in reflection of 
growing consumption of American made cigarettes, * Great Northern Preferred 
greater part of which business is shared by company 
with two others. Soundness enhanced by depression- 84 5 bas Lote see 
proof character of industry. In reality equivalent of common stock. One of large 
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Recent Annual Yield Common ja Recent Annual Yield Common Pian 
Price Dividend % Earnings 1926 Price Dividend % Earnings 1926 
northwestern systems which is continuing its progress and is not subject to extensive market fluctuations, but 
towards resumption of prosperity formerly enjoyed. trend should be gradually upward in reflection of con- 
Six months’ earnings as given above no criterion of stantly increasing demand for type of product manu- 
annual figures, for bulk of income is derived from factured. Value of occasional rights offered serves to 
operations in last half year. 1926 earnings likely to increase actual yield to holders of stock. 

exceed $10 per share and dividend increase probably 


only matter of time if not in near future. (5 ) Stocks Selline Between 60 and 70 
. g 


Timken Roller Bearing 


85 4 4.7 4.03 85-45 4 
. Fant Switch Out of 
Practical monopoly on tapered roller bearings and 


growing use of product in industries other than auto- : ; 
mobile has given company stability of earnings not American Power & Light 
usually found in automobile equipment business. Ac- 61 1.0 5.70 4.56a 72-50 
tual yield on stock increased to 5.9% by reason of $1 Holding company. Properties, under supervision of 
extra paid each year. Development of roller bearing Electric Bond & Share Corp., operate in Pacific North- 
for railroad use has opened up possibilities of expan- western, Middle Western and Southern states. Approx- 
sion as yet unrealized, thus providing very fair chance imately 75% of revenue derived from electric light and 
of long range appreciation in value. power business and 15% from sale of gas. Gross 
earnings steadily expanding and net gaining at some- 
} what greater rate but stock at present price discounts 
(4.) Stocks Selling Between 70 and 80 future rather liberally. Paying 1/25th of share stock 
dividend in addition to $1 cash. 


Switch Out of California Packing 
70 4.0 P| 6.18a 89-66 


Continental Baking A One of most important factors in food canning, this 
73 8 ; 11.0 5.32b 95-50 company occupies very strong position from both trade 
Consolidation of numerous baking enterprises in and financial standpoints. Earnings comparatively 
various parts of country, organized about two years stable and not seriously disturbed by general industrial 
ago. Capitalization apparently based on over-estimate unsettlement. With payment of 100% stock dividend 
of growth in profits, and stock has had severe setback last year, however, possibilities for sufficiently larger 
in reflection of doubt as to dividend stability. Divi- dividend to offset present relatively low income return 
dend still unchanged but there is too much uncertainty seem to have been removed. 
in cutlook and too little tangible value behind issue to 
render it other than a precarious holding. Collins & Aikman 
66 4 6.1 ; 6.60e 69-34 


Fox Film A Manufactures pile fabrics used principally in auto- 
71 4 5.6 2.80¢ 85-55 mobile industry. Sound financial condition, free of 
Moving picture enterprise stock of which passed to floating, and has only $40,000 of funded debt. Good 
public participation for first time during 1925. Earn- record of growth with expansion particularly marked 
ings have undergone some improvement, but not to an in last three years. Net earnings are subject to varia- 
extent to justify current high price of stock in rela- tion with motor industry, however, and liable to ma- 
tion to earning power, a ratio seldom prevailing even terial recession in periods of slow automotive business. 
in stocks of larger and longer established moving pic- This factor and stock’s lack of seasoning renders issue 
ture companies. Until issue becomes more seasoned it speculative. Recent year improvement seems sufficiently 
is subject to risk of revision in its market appraisal. discounted. 
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Lambert Company 


(4.) Switch Into 68 5 74 4.52b 72.39 
Holding company which derives income from owner- 


. t ship of controlling interest in Lambert Pharmacal 
Chicago, Rock Island & Pacific Company, manufacturers of nationally advertised 
. . 4.56d 7140 “Listerine” products. Stock sells purely on basis of 
earnings, net tangible assets value being very low. An 
Louis-San Francisco. Upbuilding has finally been re- unseasoned speculative issue which appears to have 
flected in substantial improvement in earnings to ex- discounted past growth and nearby possibilities suffi- 
tent to justify expectation of dividend in near future. ciently. 
Final figures for 1926 expected to equal $10 per share 
on common. Possibilities of further operating econo- 
mies and benefits arising from affiliation with Frisco ( ¥ ) Swi te h In to 
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Large western system now under control of St. 
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tend to place stock in stronger position than many 
dividend paying issues. 
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Cluett Peabody 
Westinghouse Electric & Mfg. 63 5 7.9 3.79¢ 69-60 
70 4 9.7 2.31 (4 mos.) 79-65 Holds dominant position in collar industry. Earn- 
Second in size and importance only to General ings record variable but company has shown good re- 
Electric in electrical equipment field. Strongly en- sults under all but extremely unfavorable business con- 
trenched financially with well established if not spec- ditions. Conservative dividend policy reflected in 
tacular earning power. Stock has investment merit gradual enhancement of equities behind common stock. 
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tain speculative position. Disappointing slump in earn- 
ings compared with 1925 would indicate company has 
failed to hold its position in face of competition. 
ture of stock too intimately dependent upon company’s 
ability to come back under even more severe competi- 
tive conditions to make stock desirable holding. 
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No funded or floating debt. 
Affords attractive yield and seems out of line with cur- 
rent earnings. 
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Strong in working capital. 


"oe! 
estes! 


*, 
os 


poe! 


. 
os 
S 


> 


2, 
oS 


oe 
oe! 


"e 


*, 


O42, 
048 

2042. 
oatoe' 


‘oe 


. 
e 


Endicott Johnson 


+, 4%, 
oS 
e669, 
So 


oe! 


2, 
ote 
ote 


Well rounded, strongly established shoe manufactur- 
distributing enterprise with exceptionally 
Very favorable labor situation 
owing to profit-sharing arrangement with employees. 
Shares have limited speculative possibilities but are 
entitled to consideration as investment. 
moderate price appreciation based on liberal yield and 
indication of somewhat higher earnings. 
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stable earning power. 
Organized in late 1919, company has been able to 


show rapid expansion in size and earning power by rid- 
ing upward on crest of prolonged building boom. Yet 
to be tested by period of adverse industrial conditions. 
Decreasing rate of per share earnings while sales con- 
tinued to mount in last three years suggestive of nar- 
Cement industry, moreover, 
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Conservatively capitalized, low cost producer which 
stands in front rank of copper companies. 
crease in dividend rate from $4 to $5 reflects company’s 
ability to earn good balance for stockholders even in 
periods of mediocre metal price. 
shares do not offer large promise of speculative order 
owing to probability of only slow improvement in the 
industry but attractive yield and solidity of enterprise 
makes issue desirable holding for long pull. 
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Engaged in distribution of coffee, tea and other 
household commodities by house to house delivery. Has 
recently inaugurated distribution of coffee through re- 
tail grocers with promise of success. 
greatly improved since deflation period and earnings on 
Only 14% unpaid dividends now due on pre- 
ferred stock but common payments still remote and 
betterment in status seems sufficiently discounted. 
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Frank G. Shattuck 
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Derives substantial income from New York City 
realty holdings and controls subsidiary engaged in 
building construction in larger cities. 
greatly improved in recent years and has attained posi- 
tion which would readily permit company to face 
period of depression without serious disturbance. Cur- 
rent earnings indicate ability to increase dividend rate. 
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Operates successful and popular chain of candy 
stores and high-class restaurants and soda fountains. 
Pursuing policy of gradual expansion under capable 
management but stock has outdistanced present and 
Low tangible asset value. 
dividend prospects do not sufficiently compensate for 
very small current income return. 
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One of most important and strongest independent oil 
Operates in all branches of industry on 
Has consistently good earnings record, 
singularly free from wide variation. 
of basic uptrend of gross business and sound position, 
stock appears in less attractive light than other oils of 
like calibre having reached present level partly on 
strength of merger rumors. 


Weber & Heilbroner 
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Upon completion of recapitalization plan holders of 
preferred are to receive $5 cash and one share new 
prior preference and one share Class A participating 
stock for each share old preferred. Despite substantial 
assets of company, and probable inauguration of divi- 
dends on new preferred, equivalent to $3.50 a share for 
old stock, benefits of recapitalization are not apparent 
owing to unsatisfactory earning power and prospects. 


ee 


°, 


$6? 
et thee 


oe. 


*, 
- 


> 


es 


*. 
* 


0 


S 
« 


, .o, ¢. 
oesoesee, 


ee, 


a ee a Ne ee ae ae ee en ae 
~ 
? 


2, 
soos: 


Conducts chain of men’s furnishing stores in New 
York, Brooklyn and Newark. Has no funded debt and 
financial condition is sound. Earnings record prior to 
1925, however, was not impressive. 
three years and reduction in common share capitaliza- 
tion in 1924 has permitted more favorable showing. 
Adequacy of earning power not definitely established. 
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Engaged in production of concentrated fruit product 
and pure apple vinegar under patented process. 
simple capital structure, no bonds or preferred stock. 
Common, however, has tangible asset value of less than 
Present price of stock evidently based on 
sharp rise in 1926 earnings, average for three preced- 
ing years being only $1.50 a share. 
appears liberally discounted in present price of issue 
which, incidentally, lacks seasoning. 
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One of “Big Four” packing companies. 
reflected difficulties of the industry in 1920-1922 but 
company has regained its stride and is again estab- 
lished on sound footing. Earnings in past fiscal year 
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Price Price 

Recent Annual i Range Recent Annual Yield Common Range 

Price Dividend 7c Earnings 1926 Price Dividend % Earnings 1926 

well in excess of present dividend requirements. Strong parently experiencing some difficulty in maintaining its 

working capital position. Stock at current prices af- position in the industry. Gross revenues held their 

fords attractive yield and appears to have good pros- own last year but margin of profit showed material 

pects for ultimate price enhancement. decline to detriment of share earnings. Prospective 

combination with vaudeville interests rumored. Five 

Marland Oil per cent in stock paid in addition to cash dividend 

58 4 7.4 6.74b 64-49 above. Stock cannot be regarded as sound holding 
until earnings position is more clearly defined. 
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Strong mid-continent oil company with Morgan 
backing. Primarily a producer but also engaged in 
refining, distribution and transportation of petroleum Real Silk Hosiery Mills, Ine. 

a. Pl ness debt or ic a — 44 4 9.1 2.72 50-37 
past record but earnings in past two years have shown a ; 

noteworthy expansion and in oil market stock may be want aes ones ec ce tee 
expected to give a good account of itself. to consumers through its own representatives. Highly 
Phillips Petroleum successful for some years, but severe decline in earn- 

. : i - ings took place last year, and as result there was de- 

58 3 9.2 6.55b 57-40 ficit after dividend payments. Stability of this type of 

Conservatively managed mid-continent oil and gaso- business not sufficient to assure recovery of old earning 
line producer. Excellent financial condition with bet- power. 
ter than average earnings record in periods of poor 
general conditions. Company has followed sound ex- 
pansion policy. As result of this and improvement in : 
conditions surrounding oil industry, earnings have (7) Switch Into 
shown up trend. In position to pay larger dividend. 
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Texas Corporation Anaconda Copper Mining 
49 3 6.1 5.85d 52-41 


57 3 5.2 6.02dt 58t-48t 0 f1 A - _ Sidi na 
: ; ne of largest metal organizations. Extensive inter- 
Bint on ve pee let ee gg tls ests in other mining concerns, including low cost Chil- 
th aataies ae aed designed to permit weenter expansion ean mines, in addition to its own properties in Montana. 
and broadening in scope of operations. A solidly es- sage te diversified y wer a engaged 
; , : : 4 in fabricating metal products. ompany in strong 
and one of strongest units in the industry. Exeellent {damental position and dividend subject to increase 
a ee at any time. ustained strength in copper marke 
management. Shares have limited speculative appeal : 2 : A 
but as semi-investment commitment are attractive with pone Pong th ee rata that de 
good prospects for ultimate price appreciation. Could PP : 
ay more despite recent declaration of 10% stock divi- . 
oa ” ‘ New York Air Brake 
t—Earnings and price range of Texas Company. 41 3 7.3 4.16b 47-36 
: Old line railroad equipment concern with continuous 
(7.) Stocks Selling Between 40 and 50 dividend record for 35 years. Licensed to manufacture 
under Westinghouse patents. Dividends have varied 
according to earnings which fluctuate rather widely. 
Switch Out of Dividend raised from $2 to $3 last year and current 
earnings warrant restoration of $4 rate prevailing 
from 1923 to 1925. Retirement of Class A stock in 
Chrysler 1926 leaves common as only stock issue. Selling out of 
42 3 7.1 4.49b 55-28 line with market. 
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Achieved meteoric success through popularity of new 
line of passenger automobiles introduced two years ago. Punta Alegre Sugar 
Production in 1926 ran ahead of 1925 but on account 4A Py a 0.17a 49.33 
of price reductions, profits per car were considerably One of lowest cost producers and one of largest po- 
smaller, which will be reflected in somewhat lower final tential earners among Cuban sugar producers. Has 
earnings for year. Uncertainty in automobile outlook made very creditable shewing under adverse conditions. 
for this year and indications point to competition keener Strong financial status maintained and satisfactory 
than ever. earning power will be restored at such time as sugar 
Colorado Fuel & Iron market remains at levels to permit reasonable margin 
45 4.281 of profit. Based on present and prospective improve- 
5 - see 28b 49-27 : 2 ; : 4 
i 2 , ment in sugar situation, stock represents attractive 
Steel producer which has been handicapped by dis- speculation. 
advantageous location of plants. Earnings erratic and 
until fairly recently inadequate. Present position 2 
stronger than for long time as result revamping, mod- (8.) Stocks Selling Between 20 and 40 
ernizing plants and reduction operating costs, but earn- 
ings still undependable, and market for stock appears "7 
to have taken full cognizance of improvements in situa- Switc h Out O f 
tion. Subject to considerable reaction from present 
levels. 
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Belding Heminway 
Pathe Exchange, Inc. 27 3 11.1 153¢ 40-26 
40 3 1.5 2.22¢ 83-32 Consolidation of two silk concerns of long standing. 
One of oldest moving picture enterprises, but ap- Manufactures a diversified line of silk products mar- 
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% Price Price + 
Recent Annual Yield Common Range Recent Annual Yield Common Range = 
4 Price Dividend % Earnings 1926 Price Dividend % Earnings 1926 $ 
és keted through sales offices extending all over the coun- little if any improvement is indicated in near future. - 
‘§ try. Has more stability than in case of many silk Much depends upon extent to which conditions in the % 
de companies, but has yet to demonstrate ability to earn shipping industry may change for better to permit + 
{adequate margin over dividend established at time more adequate profits, but this is hardly an early pros- % 
“» shares were first offered for public participation. Pres- pect. Activity in shares may develop in anticipation + 
=; ent high yield not assured of continuance. of sale of other lines to outside interests, but it is un- % 
“ likely that proceeds will be employed-in liquidation of KS 
4 Canada Dry Ginger Ale back dividends in any case. + 
& 39 2 5.1 2.79b 49-32 $ 
| Large business in sale of well known soft drink built . > 
‘* up through extensive advertising. Earnings have (8.) Switch Into * 
®, shown phenomenal increase but rate of growth, while x 
still satisfactory, is somewhat smaller at present. Earn- Barnsdall A + . 
% ings large in relation to asset values, but peak levels 32 2 6.3 4.19b 33.23. & 
“and even present price discounts situation rather liber- Oil prod al al a a i ‘al + 
% ally. Dividend supplemented by 5% stock dividend pcclag soegavieene A sex oomblbaiypepallnmecmengebiccion saree ee 
’’ and occasional cash extra but cash yield nevertheless oe co-ordinating its properties as well se + 
S  aealtenstivs. respect to new acquisitions. Earnings, assisted by ¢% 
‘3 7 . 4 ee 
& sounder conditions in oil industry, have responded ac- % 
x Devieen Clemaicel cordingly bye seas Shy — was covered by wide t 
< 30 - 1.32¢ 47.23 margin. uture provided for through extensive unde- + 
. ; : Pree dics veloped acreage under control. Present market for 
A Manufactures various chemicals, principally sul- stock has hardly given due recognition to strong posi- 
‘» phuric acid and acid phosphate used in making fer- tion of company. 2 
 tilizer, also silica gel, a new product upon which opti- $ 
~ mism in regard to company has been largely based. Ac- California Petroleum = 
x tual revenues from this source limited up to date. Some 32 2 63 2 84b 38-30 + 
indications of better earnings than heretofore in first j ; ie ps 
% half year, but irregular record in conjunction with Has taken full advantage of increasing importance + 
+ poor fertilizer outlook is not conducive to optimism for of California as a source of oil supplies. Has made 
= near future. creditable showing in recent years even in midst of de- 
& pression in industry. Originally a producer, activities + 
eM Electric Refrigeration have been rounded out through acquisition of other Bs 
és 36 2 5.6 4.57b 78-33 properties. One of very few independents remaining > 
z ae : : on Pacific Coast, and still an ultimate merger prospect. 4% 
a One of leading companies in this new industry, but Stock normally moves within narrow range, but repre-  # 
*¢ industry appears to be in line for period of readjust- sents good long range holding. > 
% ment as reaction to extravagant expectations of growth + 
~ in earnings and as result of increased competition and Magma Copper y 4 
4 overproduction. Undue optimism held stock for con- 34 3 3.8 3 30b 45-34 & 
‘siderable time at unwarranted levels from which ma- 0 t1 t d : pores ys 
oS terial decline has occurred, but even at current price ee oe cost debeacagacte a eae — + 
% shares cannot be regarded as sound holding. per mines. Production was practically suspended for + 
Y several years after the war in order to complete devel- %& 
5 Independent Oil & Gas opment program until about two years ago upon con- * 
‘ struction of its own mill, since which output has been % 
$ 31 1 3.2 3.59b 34-19 regular, although well within limits of capacity. Com- 
4 Primarily producer of crude oil in Oklahoma and pany can hold its own under present conditions and & 
4 Texas. Net income for 9 months in 1926 under 1925, is in position to benefit materially from rising copper + 
% although gross was larger. Good showing in last two market. % 
Z years, more recently bv reason of share in enormous Public Servi {N $ 
¢ flush production in “eminole field. Earnings of this ublic Service of New Jersey z 
‘type not dependable ai::. :+ is necessary to expend large 32 2 6.3 2.63a 33-24} 
$ sums in acquisition of new properties in order to main- Supplies public utility service of all kinds, electric + 
* tain similar rate of crude production. Better and safer light, gas, power, street railways to practically entire % 
$ opportunities elsewhere in oil group. northern section of New Jersey and to larger cities in + 
& balance of state. Not a wide margin of earnings over 

$ International Mercantile Marine Preferred dividends but earnings are stable and showin qd & 
ee a g upwar ¥ 
$ 38 oe see None (d) 46-27 trend. Recent splitup 3 shares for 1 responsible for * 
5 Operates number of trans-Atlantic steamship lines. current price of stock. Stock not adapted as medium 
*% Principal line, White Star, recently sold, considerable for early profits, but is sound holding for income and + 
¢ part of payment to be made over period of years. Large eventual appreciation. 3 
% arrears in back dividends and supposed chance for pay- piers SS 
3 Footnotes: a—12 months ending 1926; b—9 months %& 





ment from some source other than earnings has ren- 
dered stock a speculative football, but earnings since 
war have been little or nothing after depreciation and 
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$ This article is one that will command the attention of investors on account of the ¢ 
% original method of analysis employed. It.should prove invaluable to those who are £ 
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United Cigar Stores 








Schulte Retail Stores 





The A fhliation of Two Great Retail 
‘Tobacco Chain Stores 


A Comparison Between United Cigars and Schulte 


By WALTER G. HORNER 


are running  approxi- 








HE announcement a 
T short time ago that 

plans were under 
way on the part of a 
newly formed corpora- 
tion to acquire an inter- 
est in both United Cigar 
Stores Co. of America 
and Schulte Retail Stores 
Corp. is a definite indi- 
cation of a forthcoming 
affiliation between these 
great tobacco retail en- 
terprises. The new com- 
pany in which this joint 
interest is to be vested 
goes by the name of the 
Union & United Tobacco 
Corp., and was incorpor- 
ated under the laws of 
Maryland last April. 
The purposes for which 
it was formed, although 
under process of gradual 
disclosure, still remain 
somewhat of a mystery, 
but as far as can be as- 
certained at this writing, 
it is intended to conduct a business in 
all branches of the tobacco industry 
through the medium of stock owner- 
ship in various companies and perhaps 
directly at some later date. 

If a greater coordination between the 
varied activities of United Cigar Stores 
and Schulte is the primary aim, it 
would appear to justify the project, for 
these two concerns for all practical 
purposes stand alone in the field of 
chain store merchandising of tobacco 
products; and negotiations of one kind 
or another have been conducted at vari- 
ous times in the last five years to effect 
a consolidation or at least a greater 
unity of interests. The fact that Union 
& United Tobacco has already been in- 
strumental in merging Philip Morris & 
Co., Ltd., and Continental Tobacco, 
smaller companies dominated by United 
Cigar Stores and Schulte respectively, 
tended to foreshadow more important 
developments along the same lines, and 
the prospective arrangement will have 
the advantage of bringing about some 
affiliation without disturbing the sep- 
arate identities or the individual man- 
agements which have played such a 
large part in building up the two enter- 
prises to their present proportions. 

Union & United has made an offer 
to exchange its own common stock, now 
traded in on the Curb, for that of 


$21.4 


sidiary. 








United Cigar 
Stores Co. 


$6,790,000 (a) 
$3,650,488 7% Cum. 


1,909,000 ($25 par) 


1922—$4.4 
1923— 4.8 
1924— 6.7 
1925— 8.8 


Schulte 
Stores 


Funded Debt 
$7,500,000 


Preferred Stock 
Common Stock (Shares) 


Trade Marks, Goodwill, etc. 
(millions) 
$5.0 


Net Income 
(millions) 


(a) Of which $5,790,000 represents guaranteed bonds of real estate sub- 
(b) Guaranteed bonds of real estate subsidiary. 


$9,425,000 8% Cum. 


1,116,000 (no par) 


1922—$2.4 
1923— 3.5 
1924— 3.9 
1925— 5.9 


mately alike that th 
same is true of actual 
net income, for as 

matter of fact both ne 
income and share capi- 
talization are abou? 
85% greater. Assuming, 
however, earnings of $ 
on the number of share 
now outstanding, United 
Cigar Stores at curren 
levels around 95 is sell- 
ing nearly 16 times its 
earning power and 48 
times the $2 annual cash 
dividend, although this 
return is supplemented 
by 5% per annum in 
Schulte Retail Stores in 
additional common stock. 
1925 reported a balance 
equivalent to $4.80 per 
share on the. amount of 
common stock at present 
outstanding. The state- 


Retail 
Corp. 


(b) 











Schulte on the basis of % share of the 
former plus $5 for each share of the 
latter. This conforms to respective 
market prices. Presumably the offer 
for United Cigar,momentarily expected, 
is to be similarly based on its market 
valuation. It should be of interest, how- 
ever, to examine the present status and 
past records of the two cigar store 
chains in order to ascertain how much 
current prices appear to conform to ac- 
tual values, or the extent to which they 
may reflect the hidden values which are 
believed to exist in both cases in con- 
nection with real estate holdings and 
expectations of future growth. 


The Basis of Exchange 


In the first six months of 1926 United 
Cigar Stores reported a balance for the 
common stock equivalent to $1.92 per 
share. An appreciably greater volume 
of business is usually transacted in the 
last half of the year than in the first 
half. In 1925, for instance, common 
share earnings for the full year 
amounted to $5.95 as against $1.94 for 
the first six months, so that on the 
same basis a figure in the neighbor- 
hood of $6 per share for the year just 
ended would appear to represent a suffi- 
ciently liberal estimate. It should not 


be inferred that because share earnings . 


ment for the six months 

ending June 30, 1926, 

showed about $2 a share earned, and, 
on the assumption that there will be an 
increase in the second half year pro- 
portional to that recorded in 1925, itis 
logical to anticipate minimum earnings 
of $5 per share for the full year of 
1926. In this event, Schulte common 
stock at its present market around 49 
is selling at less than 10 times its 
earnings. The relation between mar- 
ket price and dividend can be more 
readily determined from now on as a 
result of the recent change in dividend 
policy. It had been anticipated that in 
the near future the shares would for 
the first time be placed upon a cash 
dividend basis instead of the 8% in 
common stock paid during 1926 and the 
8% in preferred stock prior to the re- 
capitalization a year ago. This expecta- 
tion was fulfilled last week when a $3.50 
annual rate was established, which will 
still permit an adherence to the policy 
of expansion through surplus earnings, 
although to a less extent than formerly. 
It is clear that United Cigar Stores 
is appraised in the market at a ma- 
terially higher valuation in relation to 
earnings than Schulte. A part of this 
wide spread may be due to the fact 
that the floating supply of the former 
is considerably smaller, concentration 
of control being in the hands of the 
Tobacco Products Corporation which 
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United operates through about 1,900 agencies and runs over 1200 
stores of its own. 


owns 90% of the stock. Any unusual 
demand for the shares, such as is occa- 
sioned by the prospective acquisition by 
Union & United Tobacco of an interest 
in the company, is naturally the cause 
of greater market appreciation than 
would be the case were a larger portion 
of the issue in the hands of the public. 
This factor, however, is hardly suffi- 
cient to overcome the influence ordi- 
narily exerted by earning power, so 
that it becomes necessary to survey 
other aspects of the situation before 
arriving at the definite conclusion that 
the one stock is excessively valued in 
relation to the other. . 


Capitalization of Both Companies 


It is well to start with an examina- 
tion of the capital structures. United 
Cigar Stores has outstanding approxi- 
mately 6.8 millions in funded debt, 3.6 
millions in 7% cumulative preferred 
stock, and 47.7 millions in common 
stock of $25 par value, equivalent in 
terms of shares to 36,504 shares of 
preferred and about 1.9 million shares 
of common. Schulte Retail Stores 
records no funded debt on its balance 
sheet, but there are contingent liabili- 
ties in the form of 7.5 million bonds of 
a real estate subsidiary which are 
guaranteed as to interest, principal and 
sinking fund. As these bonds are 
similar in nature to an issue constitut- 
ing the greater part of United Cigar 
Stores’ funded debt, it is fair to take 
them into account in any comparison 
between the two companies. Otherwise 
the capitalization of Schulte consists 
of 9.4 millions 8% cumulative pre- 
ferred stock, equivalent to 94,250 
shares, and approximately 1,116,000 
shares of common stock of no par 
value. 

United Cigar Stores common has a 
total market valuation of 181 millions 
compared to net tangible assets at the 
close of 1925 of 31.5 millions and 43.7 
millions as of June 30, 1926, whereas 
Schulte common is valued in the imar- 
ket at 54.7 millions against net tangible 
assets of 16.8 millions at the end of 
1925, the last balance sheet available. 
Book values at best are an inadequate 
criterion, especially as regards these 
particular companies, for they are a 
poor guide to the actual worth of the 
real estate holdings, but granting this, 
the considerably higher ratio of tangi- 
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ee weemees| §=may be construed 
as supporting in 
some degree the 
vidence already 
ound in the case 
of the respective 
earnings that 
Schulte common 
is selling some- 
what out of line 
with the junior 
issue of United 
Cigar Stores. 

The market ap- 
praisal of United 
common, 181 mil- 
lions, compares 
with about 10.4 
millions par value of senior securi- 
ties, while the corresponding figures in 
the case of Schulte are 54.7 millions 
and 16.9 millions respectively. The 
greater proportion of fixed income 
bearing securities in Schulte’s capital 
structure produces a situation whereby 
changes in income from year to year 
bring about a greater relative variation 
in the balance available for the common 
stock. On the assumption that the 
trend of both companies’ earnings will 
continue upward, it would, therefore, 
appear that common share earnings of 
Schulte would be susceptible to more 
rapid growth than those of United 
Cigar Stores provided that the rate of 
increase in gross business was approxi- 
mately the same. 

To take a concrete illustration, sup- 
pose that the net earnings before in- 
terest charges of United Cigar Stores 
should increase in the course of a year 
from 9 millions to 11 millions. Inter- 
est and preferred dividend require- 
ments aggregate around $660,000. De- 
ducting this from both amounts, the 
result is a gain in the balance avail- 
able for the common stock from 8.34 
millions to 10.34 millions, or 24%. As- 
suming a simultaneous growth in the 
net earnings of Schulte Retail Stores 
of only 1 million, from 6 millions to 7 
millions, and deducting in similar 
fashion the total of interest and pre- 
ferred dividend 
charges which 
amount to about 
1.24 millions, we 
have an increase 
in the common 
stock balance 
from 4.76 mil- 
lions to 5.76 mil- 
lions, or 21%, 
almost equal to 
the ratio of gain 
registered by the 
larger company 
in spite of the 
fact that in 
the latter case 
the actual dollar 
increase in earn- 
ings was twice as 
great. On. the 
same basis, if 
Schulte’s earn- 
ings had likewise 











lion, the result would bea 42% increase 
in the balance available for the com- 
mon as against the 24% already found 
in the case of United Cigar Stores. 

Naturally, the tables would be turned 
in the event of a reversal in the trend 
of earnings. But the chances are 
against such a contingency, as under 
present conditions the fcundations of 
sound chain store enterprises really 
rest upon expectations of yearly 
growth. Considering the well defined 
expansion policies of both companies 
and a state of affairs to which the law 
of diminishing returns does not yet 
seem to apply, it is reasonable to antici- 
pate at least a normal rate of increased 
volume of business for some years to 
come. 


Method of Operation 


Any attempt to compare the two 
companies on the basis of operations 
per unit is rather fruitless for the rea- 
son that no segregation is made of the 
profits derived from activities other 
than retail selling and likewise because 
United Cigar Stores has not reported 
its volume of sales since 1923. Fur- 
thermore, United operates through 
numerous agencies all over the coun- 
try as well as through its own stores. 
The agencies number about 1,900 at 
present whereas there are something 
over 1,200 stores as against around 300 
stores in the Schulte organization. It 
is obvious that there is more room for 
growth in Schulte Retail Stores and 
that each individual store on the aver- 
age operates on a larger scale than in 
the case of United Cigar Stores, for on 
the basis of 1925 figures, the 3,000 
stores and agencies of the latter yielded 
an income available for dividends 
amounting to 8.8 millions, whereas 
Schulte reported a corresponding in- 
come of 5.9 millions from only 270 
stores operated in that year. This data 
must be accepted as representing not 
such a, wide divergence in profits per 
store as would otherwise be indicated 
but simply the income from whatever 
source applied to the respective number 

(Please turn to page 675) 








gained 2 millions 
instead of 1 mil- 


There are about 300 stores in the Schulte organization. 
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Investment Security Plus An 
Attractive Speculation 


A First Mortgage Bond of a Prosperous Industrial Com- 
pany Carrying a Fourteen-Year Call on the Capital Stock 


HE combination of safety of prin- 
cipal with possibilities for specu- 
lative profit, in a senior security, 

is rarely to be found and especially 
after a two-year bull market. As a 
matter of fact, a careful survey of the 
stock and bond markets reveal a sur- 
prising dearth of reasonably safe in- 
vestment securities that are convertible 
into junior issues, or in other words, 
that have a call on future prosperity. 

In seeking a combination of this 
kind, one usually must sacrifice some- 
thing of safety to gain the more de- 
sired factor of profit possibilities 
through conversion. Any security, 
therefore, that is entitled to a good in- 
vestment rating and carries, at the 
same time, a long term call on a junior 
issue that is selling at less than five 
times its 1926 earnings, presents an 
unusually attractive situation. 

The Liquid Carbonic Corporation 
first mortgage convertible sinking 
fund gold 6s of August 1, 1941, ap- 
parently measure up to this descrip- 
tion. 


Status of Company and Its Business 


The Liquid Carbonic Corporation 
was organized on July 28, 1926, as a 
successor to a company whose business 
activity dated back to 1888. 

The company is the largest manu- 
facturer and distributor of soda foun- 
tains and carbonic gas in the country 
and, in addition, conducts a large busi- 
ness in the manufacture of bottling 
machinery and bottlers’ extracts. Its 
profits from the various operations are 
divided approximately as follows: 48%, 
soda fountains; 33%, carbonic gas; 
16%, bottling machinery; and 3%, ex- 
tracts. In all the company operates 16 
plants, all owned: but one at Detroit. 
Its distributing agencies cover the en- 


By ARTHUR J. NEUMARK 


tire country east of the Rocky Moun- 
tains. 

While each division of the company’s 
business is independent of the other, a 
large percentage of its customers are 
purchasers of both of its principal 
products. The users of its soda foun- 
tains are usually buyers of the car- 
bonic gas that is an essential ingredi- 
ent of every soda and of many soft 
drinks, such as Coca Cola, Root Beer, 
phosphates, etc. Prohibition, of course, 
has greatly increased the sale of soft 
drinks and this has contributed largely 
to the large increase in the use of 
carbonic gas and correspondingly in 
the sales and profits of this company. 


Investment Position of Bonds 


The old Liquid Carbonic Company 
of Illinois was a prosperous concern. 
In only two of the last ten years of 
its existence did it fail to operate at a 
profit, namely in 1921 and 1922, years 
of severe general industrial depression. 
Prior to and since those years, sub- 
stantial annual net profits were made 
and in the past four years there has 
been a steady and rather rapid increase 
in earnings. The gain in net profits 
from 1923 to 1926, inclusive, amounted 
to approximately 178%. In the fiscal 
year 19238, current interest charges on 
the first mortgage bonds were earned 
three times over. In 1926, the year of 
largest profits, interest charges were 
earned seven times over. The average 
for the four years was four and one- 
half times interest charges. 

The first mortgage 6% bonds con- 
stitute the entire funded debt of the 
company and have, of course, first call 
on net earnings. There are $4,000,000 
of a $5,000,000 ‘authorized issue out- 
standing, the annual interest charges 
of which are but $240,000. 


This issue is a direct obligation and 
is secured by a first mortgage on all 
the company’s real estate, plants and 
machinery, which are carried on the 
balance sheet of the company at over 
$6,000,000, or one and one-half times 
the par amount of bonds outstanding. 
Including other net assets and working 
capital, the total indicated security 
back of these bonds is $10,400,000, or 
2.6 times the par amount of bonds out- 
standing. 

The junior equity back of the bonds, 
represented by 100,000 shares of no par 
value capital stock, amounts to over 
$5,200,000, on the basis of the current 
market price of the stock. ; 

An annual sinking fund of 3% of 
the largest principal amount of bonds. 
outstanding at any time has been pro- 
vided for, commencing October 1, 
1927. 

It will thus be seen that from the 
viewpoint of earnings, assets, nature of 
lien and junior equity, this issue meas- 
ures up to a satisfactory investment 
standard. 

Safety of principal seems assured 
and consequently, the current yield of 
5.6% and the yield to maturity of 
5.4%, on the basis of the present price 
of 107, should be considered a very 
satisfactory return on the investment. 
On their investment merits, these 
bonds are worth their present selling 
price, but hardly any more because of 
the restricting redemption feature at 
105. The company reserves the right 
to call the bonds at this price at any 
time up to August 1, 1936, upon sixty 
days’ notice; at 103 up to and includ- 
ing August 1, 1939, and thereafter to 
maturity at 101. 

The possibility of re-financing at a 
lower rate of interest is extremely 
slight, and without re-financing the 
bonds could not possibly be redeemed, 








Liquid Carbonic 1st Mortgage 6% Convertible Gold Bonds 


Amount 
Outstanding 


$4,000,000 


Prior 
Obligations 
None 


Net Tangible 
Assets 


$10,400,000 3 4.1 4.6 


Interest Charges 
-————-(Times Earned) 
1916-1926 1925-6 1926 


Current 


Yield to 
Muturity 


5.4% 


Straight 
Yield 


5.6% 


Price 
107 


Convertible Into Capital Stock at $60 a Share 


Net Tangible 


Amount 
Prior Outstanding 
Obligations No. of Shares 


$4,000,000 100,000 $64 


Net Income Per Sha 
1925-26 


$10. 


1926 
$11.35 


1916-26 
$4.80 


Current 
Price 


Annual 
Dividend 


$56 $3.60 
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so that this feature hardly constitutes 
a drawback to their purchase at even 
above the redemption price. 


Convertible Feature 


The convertible feature of the bonds 
provides that they shall be convertible 
into the capital stock at any time up 
to maturity at $60 a share, or on the 
basis of 16 2/3 shares of stock for 
each $1,000 bond. At the present writ- 
ing, the stock is selling within 4 
points of the conversion price. 

The capital stock was offered by a 
New York syndicate on August 2, 
1926, at $47 a share. The issue was 
heavily over-subscribed and later in 
the month was admitted to trading on 
the New York Stock Exchange. Since 
that time the lowest sale recorded was 
at 48% and the highest at 58%. Since 
the first of the year the range has been 
between 51 and 57%. The present 
price is 56. 

On the basis of present and past 
earning power, the stock seems under- 
valued at this level. Earnings for 
1926 equalled $11.85 a share on the 
capital stock, after all charges. In 
1925, net income amounted to $8.60 a 
share, making a two-year average of 
close to $10 a share. The average for 
the previous two years, during which 
time the showing was subnormal, was 
$3.30 a share. In the five years ended 
September 30, 1920, the old company 
averaged $820,000 a year, which would 
have equalled $8.20 a share on the 
present stock. 

This record is one that seems to 
justify a higher price than $56 a share 
for the stock, but as is usually the 
case with new issues on the Stock Ex- 
change, it takes a considerable lapse 
of time before the market accurately 
reflects a stock’s value. 


Conclusion 


The status of the Liquid Carbonic 
6% bonds thus simmers down to the 
following two factors: 


1. A safe investment, selling on an 
attractive yield basis. 


2. A call on the stock for over four- 
teen years at $60 a share, unless 
redeemed, of which there is little 
likelihood and which at the current 
purchase price would involve no 
loss to the buyer. 


This is an unusual situation, involv- 
ing as it does, an attractive specula- 
tive feature with no more risk involved 
than would attach to any sound invest- 
ment bond. From this level the fluctu- 
ations in the price of the bonds will be 
governed, insofar as declines are con- 
cerned, primarily by changing money 
conditions, and insofar as the advances 
are concerned, by the extent of the 
market appreciation of the stock. Of 
this, the possibilities for market en- 

» hancement are good and if the present 
ratio is to be maintained between stock 
and bond, each point advance in the 
former should be accompanied by a 
15% points rise in the latter. 


for JANUARY 29, 1927 





Preferred Stock Guide 


These stocks are selected as offering.the best opportunities in their respective classes 
taking into consideration assets, earnings and financial condition of the companies 





represented. 
For Income 
HIGH GRADE INVESTMENTS 
Div, Times § 5-Yr. Price Range 
Div. Rate Earned— Redeem- Recent 

RAFLROADS $ per Share 5-Yr, Av’r’ge able High Low Price 
Baltimore & Ohio ...... 4 (N) 6.0 No 67 47 14 
Chicago & Northwestern.. a . oo Pe No 125 95 127 
Chesapeake & Ohio Conv........ 6.5 (C) F14.8 115 F130 F96 160 
N. Y¥., Chicago & St. Louis.... 6 (C) F3.7 110 H98 H86 104 
Colorado & Southern Ist........ 4 (N) 8.9 100 66 47 713 

PUBLIC UTILITIES 
Columbia Gas & Electric........ 6 (C) 4.5 110 099 092 101 
North American .............. 3 (C) 6.1 52.50 50 $1 
Philadelphia Company .......... 3 (C) 6.5 No 49 30 50 
Public Service.New Jersey..... 8 (C) 3.4 No F119 F95 125 

INDUSTRIALS 
American Smelting & Ref. 7 (C) 2.4 No 115 63 121 
American Steel Foundries...... 7 (C) 6.6 110 113 718 115 
Associated Dry Goods Ist...... 6 (C) 4.6 No 102 55 101 
Baldwin Locomotive ........... 7 (C) 2.6 125 117 95 116 
A err 7 (C) 3.1 120 109 70 112 
Cluett, Peabody .............+. 7 (C) 3.7 8125 110 79 114 
Endicott Johnson .............. 7 (0) 4.8 125 117 87 117 
EE UIE hve ccc tees ecccee 7 (C) F13.9 125 115 63 122 
Studebaker Corp. ............+. (C) 25.0 125 125 83 120 

For Income and Profit 
SOUND INVESTMENTS 

RAILROADS 
Colorado & Southern 2nd....... 4 (N) 7.0 100 62 35 70 
Kansas City Southerr.......... 4 (N) 2.7 No 59 48 66 
Pere Marquette Prior .......... 5 (C) 8.5 100 85 50 95 
St. Louis-San Francisco ....... 6 (N) 9.1 100 92 28 98 
Bangor & Aroostook .......... 7 (Cc) 2.5 110 F100 F86 103 

PUBLIC UTILITIES 
American Water Works & El... 7 (C) 4.0 110 108 48 107 
Brooklyn-Manhattan Transit 6 (C) T3.0 100 83 34 87 
Federal Light & Traction...... 6 (C) 5.0 110 Ts9 T74 92 
Kansas City Pr. & Lt.......... 7 (C) T3,1 115 H109 H91 114 
Hudson & Manhattan R.R.Conv 5 (N) 4.5 No F72 F25 80 
West Penn Electric ............ 7 (C) seen 115 0100 096 100 
Standard Gas & Elec............ 4 (C) 2.5 None 57 32 58 

INDUSTRIALS 
BTMS-CHAIMONS Soc ccc sects e cee 7 (C) 2.4 110 109 67 111 
American Cyanamid ........... 6 (C) 3.1 120 96 52 89 
Armour & Co. of Del. ........ 7 (C) H2,3 110 #100 H84 95 
Bush. Terminal Buildings ...... 7 (C) 1,1 120 103 87 106 
Commercial Credit Ist ......... 6.5 (C) ee 110 N99 N92 85 
Cuban American Sugar ........ 7 (C) 3.8 No 106 68 102 
Genl, American Tank Car...... 7 (C) 3.1 110 F104 F86 108 
Gimbel Brothers ............00 7 (C) 4.3 115 F114 F95 105 
Goodrich (B. F.) Co. .......... 7 (C) F2.7 125 102 62 97 
Bele Toe GROAM .ncccccessecese 7 (C) T6.9 110 0100 022 o7 
U. 8. Cast Iron Pipe .......... 7 (N) 3.7 No 113 38 115 
U. S. Industrial Alcohol ...... 7 (C) 4.3 125 115 84 109 

SEMI-SPECULATIVE 
RAILROADS > 

Chicago, Rock Island & Pac. .. 7 (ft) 1.5 105 105 68 105 
Gulf, Mobile & Northern........ 6 (C) 1.2 No 109 15 106 
Wabash "A? oc. cc.c.ccesceses 5 (N) : 110 73 18 79 

INDUSTRIALS 
Bush Terminal Debentures ..... 7 (C) T1.8 115 N&9 N80 94 
Consolidated Cigar ............ 7 (C) 2.5 110 96 53 102 
ONS coo isiks owes cw sb.nciceo's 7 (C) Serer 105 091 073 82 
International Paper ............ 7 (C) 1.6 115 N99 N86 99 
Mid-Continent Petroleum ...... 7 (C) F1.6 120 F109 F80 103 
Orpheum Circuit Conv ......... 8 (C) 2.6 110 F107 F&4 105 
EE. Sy sa dascepracedonnee 8 (C) 4.5 115 F108 F82 111 
Radio Corp. of America ..... oss eee 3.4 55 54 45 52 
Remington Typewriter 2nd...... 8 (C) 3.3 No 113 47 115 
Universal Pictures Ist ......... 8 (C) 7.6 110 0103 094 98 

SPECULATIVE 

RAILROADS 
Western Pacific ............... *6 (C) F0.9 105 86 51 13 

INDUSTKIALS 
First National Pictures Ist ...... $8 (C) 14.7 115 N110 N100 98 
Goodyear Tire & Rubber ...... 7 (C) 1.7 §110 H114 H35 100 
Willys-Overland ........ee00-- 7 (C) Sete 110 123 23 93 





* Cumulative to extent of 2 yrs. divs. 
paid $1.44 extra in March. 
N—Price range 1926. O—Price range 1925. 


F--Four years. 


+ Cumulative up to 5%. 
€@ years. T—Two years. 


. H—Thr 
§ 1921-1925, 
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A True Picture of the South 


American Oils 


As Seen by the Investors of Two Great Nations 


HE discriminating investor who 

conscientiously seeks the truth 

concerning South American oil 
investments, even from disinterested 
authorities, is quite likely to get two 
radically different stories. The one 
paints a picture glowing in promise for 
the future; the other is a drab view of 
present uncertainties and immediate 
obstacles of almost unsurmountable 
girth. The amazing thing is that these 
two pictures, although differing so con- 
spicuously, are still both essentially the 
truth. It depends largely on one’s 
point of view. 

Take for example the English in- 
vestor, who is not by any means un- 
familiar with the South American oils 
—a popular group on the London Stock 
Exchange. That Venezuela (where in- 
terest in South American oil invest- 
ment centers) should some day con- 
tribute a large portion of the world’s 
petroleum supply, was originally an 
English idea. For more than a decade 
before oil was brought in at La Rosa, 
English pioneers explored the country; 
English geologists sought for oil bear- 


ing sands; English companies took up 
the necessary concessions and English 
capital paid the bills. Financing of 
the several earlier Venezuelan oil pro- 
jects were conducted as a sort of a 
nationalistic undertaking to provide 
Great Britain with her own petroleum 
supplies. 

It is a fact that English sharehold- 
ers are inclined to look upon their 
South American oil certificates with 
less enthusiasm, either from inherent 
conservatism or because they have held 
their non-income producing  invest- 
ments longer than Americans. It is 
probably the latter that influences the 
English point of view most regarding 
these shares. American experience 
with this group of oil companies has 
been largely limited to the past few 
years during which time seven or eight 
producing fields have been discovered, 
bringing the yearly output of petro- 
leum of Venezuela from practically 
nothing to about forty million barrels 
in a few years. English investment ex- 
perience with South American oils be- 
gan before commercial production. 
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Courtesy O’Shaughnessy’s So. American Oil Reports 
Where most of the South American oil comes from 


They think of Venezuela as the coun- 
try in which Royal Dutch spent mil- 
lions in a ten-year fruitless search for 
oil. They are aware of the delicate 
financial health of a number of the 
older companies who poured money 
into the country for exploration and 
development and got nothing in return 
but concessions that looked impressive 
on the map but produced no income for 
shareholders. As year after year their 
directors explained why no _ results 
were forthcoming, the English share- 
holder obtained a liberal education in 
the difficulties of oil exploitation in 
South America. 

In this way, the English investor 
learned much of the topography of the 
country, and its relation to oil discov- 
ery. They became aware in due time 
of the fact that the alleged “probable 
oil land” of their company was impene- 
trable jungle land; that the millions 
that ordinarily go into drilling, in this 
land, first went into cutting dirt roads 
and laying trails; that a “well site” 
was first cleared as a camp in the 
jungle. In the earlier years of Vene- 
zuela’s oil history, the older English 
enterprises were so threadbare in 
working capital by the time that their 
land was proved up that they dared 
not drill the producing wells for fear 
of obtaining oil and then being unable 
to handle it, with the treasury ex- 
hausted. 

There are those in the field now who 
believe that the Barco Concession and 
the vast tracts of the Colon Develop- 
ment Company adjoining it are really 
in the center of Venezuela’s petroleum 
reservoir and not the bed of Lake 
Maracaibo to the northeast, which to 
date is accepted as the center of the 
greatest potential oil district. At any 
rate, the former section near the inter- 
national border line between Venezuela 
and Columbia has actual production in 
two districts and “geology” that sug- 
gests many millions of barrels of 
petroleum underground. Here again 
the Barco district looks good on the 
map, but there are other significant 
facts that the Englishman is likely to 
consider. 

One thing is the savage tribes of 
Motilone Indians, which white men and 
native Venezuelans fear a hundred- 
fold more than the natural dangers of 
the jungle. ‘These savages have al- 
ready taken their toll of lives from the 
few courageous explorers and oil men 
who have dared to invade their lands. 
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Horrible mutilations on the bodies of 
their unfortunate victims are most con- 
vincing of the terrible determination of 
these savage tribes to keep their jungle 
homes clear of white men for many 
years to come. Another factor is the 
lack of transit facilities which makes 
the oil produced virtually worthless. 
Pipe lines are discussed by banking 
firms as though the few million dollars 
at stake were the only consideration, 
but the men on the field know that the 
Motilones have to be reckoned with. It 
s one thing to guard a camp and 
another to project a pipe line through 
vundreds of miles of impenetrable 
‘ungle with these invisible foes and 
‘heir poisoned arrows stalking in the 
vackground. 

The inaccessibility of Venezuela oil 
fields to northern markets is another 
important obstacle to oil production in 
this corner of the world. To date the 
yulk of the 3.5 million barrel monthly 
production comes from wells on the 
shore or in the shallow waters of Lake 
Maracaibo. Shipment to deep sea 
tanker is possible only by means of a 
special light draught tanker built for 
the exclusive use of companies operat- 
ing in these fields. For many years 
production has been and still is limited 
almost. entirely by the lake: tanker 
facilities available. Except for conces- 


sions along the coast line (where no 
oil has been discovered to date) the 
other fields in the country are in- 
accessible to markets at present, 
There are other points to be -con- : 
sidered on the conservative side of the 








story. While Mexico was at the height 
of her production, interest in Venezuela 
and other South American fields was 
comparatively mild. When the question 
of nationalizing oil lands in Mexico be- 
came more than an academic political 
discussion, however, the rush for both 
concessions and active exploitation in 
more southern countries began. Should 
the situation in Mexico take a turn for 
the better (a prospect none too bright 
at the moment) the question then 
arises: “What would be the status of 
other South American oil ventures?” 

The present government in Vene- 
zuela is most friendly toward foreign 
capital and the oil exploitations which 
enrich the treasury of the nation. But 
consider that this government is an 
eighty-year-old dictator who squashes 
opposition and dissension with an iron 
hand in a manner typical of a young 
and undeveloped country. Although 
seldom heard of, this enlightened dic- 
tatorship has its opposition factions to 
contend with as well as what the for- 
eign oil men call the “greedy element” 
of the native population who will no 
doubt be heard from when the present 
dictator, now near the end of the nor- 
mal life span, passés away. 

And. then there is the fact that 
English investors are just a little bit 
more sanguine concerning “wild-cat- 
ting” than the American; and oil de- 
velopment in South America today is 
“wild-catting” in its wildest moments. 
When it comes to making a market ap- 
praisal of the shares of these compa- 
nies, it is perhaps felt abroad that a 





















wider differential in market valuation 
should exist between established oil 
concerns with settled production in 
known fields and not too much of a 
premium for the supposed “vast poten- 
tialities of the future.” There has been 
and there will continue to be for a 
long time much “swapping” of leases; 
reverting of concessions and the crea- 
tion of new values at the expense of 
old values from day to day as develop- 
ment progresses. South American oil 
companies are now in the midst of 
their hectic days. Each month sees new 
alignments, many disappointments, 
numerous successes and it is a bold in- | 
vestor indeed who takes such shifting 
values at their face value of the mo- 
ment, according to the conception of 
the traditional views of the English 
capitalist. 

It is perhaps this background that 
accounts for the more modest valua-. 
tions of South American oil shares in 
the London market. The tabulations 
in the accompanying table are pre- 
sented to indicate in a measure that 
this differential exists but, of course, 
is not. intended to carry the comparison 
too far.» The V. O. C. Holding Co., 
Ltd., capital, including both preference 
and ordinary shares which are con- 
vertible, is something around sixty mil- 
lion dollars. Its production is twice as 
large and its accessible acreage should 
be equally valuable to the holdings of 
Lago Oil and Transport, for example, 
but notwithstanding, Lago’s capital is 
valued in excess of eighty million dol- 

(Please turn to page 668) 

































































American Companies 
aia eee: re a Estimated Approximate 
Total Acreage Production No, Shares rice® 
NAME for Exploration Bbls. per Month Outstanding ($ per Share) COMMENT 7 
a. Tracts totalling 80,000 acres in Maracaibo 
American Maracaibo ..... 130,000* none 500,000 7 Basin are likely oil lands, but have not yet 
been proven. 
. " inority int t in Barco Concession 
Carib Syndicate ......... 5,830,000* none 500,000 22 — ‘(elena Devine, Oa.: “ po resem 
. Acreage in three producing fields being 
Creole Syndicate ........ 65,000 510,000 1,640,000 14 drilled by Gulf Of] te the Maracaibo Basin. 
i i 1 Acreage undeveloped, but joins International 
Colombia Syndicate ..... 1,000,000 none 2,500,000 2% >» SE GGAbanah, wile, have suacen. Gaunaiibn. 
International Petr. ....... 3,865,000 1,890,000 7,000,000 32 Production limited only to pipe line facilities 
on vast Colombian tract of proven reserves. 
; Controls most of lake-bed in Maracaibo 
Lago Oil & Trans. ....... 3,000,000 550,000 4,000,000 20 Basin with five producing fields. Huge re- 
serves only partially proved, 
. Colombia property: adjoins International Pet. 
Leonard Oil ............. 8,300,000 none 2,000,000 7 semute: “mldeas. cones cae ae ae 
Maracaibo O. Exp. ...... 815,000 none 330,000 19 Property is located in Maracaibo Basin. De- 
velopment work has been disappointing, 
- Land company with scattered holdings to be 
Pantenec: ON .s2% ssisec55 1,910,000 none 1,500,000 12 developed through agreement with Unien Oil 
Owns producing property in Lagunillas 
Venezuelan Pet. ......... 122,660 117,000 639,550 1. oS Ete Owe 











English Companies 








Extensive holdings in Colombia, Peru, Trini- 
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British Cont. Oil, Com. .. 10,000,000 221.000 4,000,000 1% dad and Venezuela includes producing land 
eee 5,000,000 2 He dividends af seeset on espe caglatee 
Lobitos Oilfields ......... 336,000 190,000 600,000 40 aeeited. py ny gles 
| Trinidad Friendships .... 2,145? none 1,739,810 35¢ oe ron od pg A AR. Ba has 
V. 0. C. Holding Com. ... 2,000,000 1,397,000 2,597,684 11% See cy nt ae eee 
V. ©. ©. Webiieg PM... ccccsece wees 999,228 1! icon Meade 





value in New York and London. 
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* Owns drilling rights on additional acreage, 
leases on Crown Lands in Trinidad in addition to above acreage in Venezuela. 
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1QOwns 25% interest in ‘‘land companies’’ which control mest of this acreage, 
8 Recent prices that show approximately the comparative 
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What is the Best Investment? 


/HE healthy desire to get the most value for 
one’s money leads, sometimes, into strange 
paths. In the selection of investments, for 
example, the question of good value is so 
pertinent and so fundamental that the Edi- 
tor of the BYFI Department is asked the 
question many, many times, “What do you con- 
sider the best investment?” There seems to be an 
impression, particularily among inexperienced in- 
vestors, that investment value is so standardized 
that it can be measured by a yard stick, like milk 
has been standardized into Grade A, Grade B and 
Grade C. 

We have a letter before us from a small mer- 
chant in a Middle Western town who has several 
thousand dollars for investment. To quote from 
his letter, his problem is stated like this: 

“T want you tell me what kind of investment 
offers the most for the money. There must be a lot 
ef difference. I know that for every $100 that I 
place in the bank, I will get $4.50 a year, but some 
bonds will pay $6.00 a year for the same $100 while 
certain stocks will pay as much as $10 or $12 a 
year. I will be very much obliged to you if you can 
tell me what will bring me the most for my 
money.” 

In a way our correspondent appears to be ap- 
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proaching the investment problem in a logical way. 
His formula for a good investment is certainly 
simple, but the reason that it cannot work, of 
course, is because it is too simple. Investment suc- 
cess involves a few more factors than merely how 
much one will get in interest or dividends from a 
$100 invested. 

A most important consideration is whether the 
dollars that you invest will continue to be worth 
as much as you put in—also if you can get them 
out whenever you want them. In the parlance of 
the investment business, the first factor is called 
safety and the second is called marketability. 

There are many other minor factors which all 
together make up investment value—but the most 
important three are income, safety and market- 
ability. 

This revised formula is now a little more com- 
plicated but still provides a practical basis on 
which to answer this ever present question con- 
cerning the “best investment.” Not that any single 
group can be picked out as the best investment for 
everyone, however, for each individual requires a 
different set of investment advantages—but hav- 
ing isolated the three most important factors, the 


‘investor is in a position to ascertain for himself 


which one he requires most and how much of the 
THE MAGAZINE OF WALL STREET 





























Two Gift Books: FREE 


SOMETHING NEW IN A FINANCIAL BOOK. JUST OFF THE PRESS 


When to Sell 
To Assure Profits 


A new book; 160 pages, rich flexible cover lettered in gold; profusely illustrated with 
graphs and tables clearly explainiag the way to make profits and—above all—when to 
convert them into cash. The contents are new and fresh and have never before been 
published either in The Magazine of Wall Street or in any other publication. 


66 7 HEN to Sell to Assure Profits” presents new principles, as well as a rpon old ones— 
based on the new market developments of the past several years. With the tremendous increase in 
the 3 inging up—with 


the success of many of these dependent upon conditi« in allied or supporting industri it is necessary 
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, } : Ep |e REO ee eee ] | = mente ce ek Bee Se . ‘inn , 
lumber Oot ste aq uni Sect 1 S With new industries continually spi 


for the investor to have tes principles that will enable him to profit under these new conditions. This new 
book tells you in simple business Eng , how to sel the most favorable industry today and the most profit- 
able investment in that industry. It also covers fully that most important principle neglected by investors 
(who too often .are only good buyers) “When to Sell to Assure Profits.” 





The recent market movements of aet e securities ¢ {Se d 8s the actual wor ing rut F the Sé 
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other two he needs. The three factors which we 
have reference to are income, safety and market- 
ability. To determine how various kinds of in- 
vestments “size up” with reference to these three, 
we print the following paragraphs. They answer 
the inquiry of the Middle Western merchant and 
other readers who are seeking the “best invest- 


ment.” 


Savings SAVINGS bank account ranks as 
Banks high as any other known form of 

investment as far as safety is con- 
cerned because a strict legal restrictions, super- 
vision, soundness of invested assets and the pro- 
tection of the bank’s surplus. The worth of the 
investment is always the amount paid in, with loss 
possible only through failure of the institution and 
therefore negligible. Immediate conversion for 
cash may be made at any time. Income return 
is relatively low. 


HIGHER income return is obtain- 


Building 
and Loan able from building and loan shares 
Shares than from a savings bank account 


and the factor of safety while not as 
high as the savings bank (there are individual ex- 
ceptions) is sufficiently high in the case of well 
established associations for the practical use of 
any investor. These shares do not pay a regular 
income but instead a fixed percentage on the dol- 
lars paid in is added to the principal invested giv- 
ing the full effect of compound interest. Building 
and Loan shares are ideal for the small investor 
who does not require a current income. 


Life HE first step in any investment 
Insurance plan should be to obtain an ade- 

quate protection for one’s dependents 
through life insurance. The necessity for this pro- 





Approxi- Yield 

THE FIRST $500 pproxi- Yiel 
Price Maturity 
Savings bank accounts are recommended for 
deposit of regular savings, to yield............. 


Shares of well managed Building & Loan Assn. 
are recommended on the monthly payment plan ... 5 to6% 


Endowment Insurance is a suitable medium for 


4 te 444% 


the investor and yields a return of............. 3 to3%% 
*Laclede Gas Light 1st and ref, 5%s, 1958...... 104 5.20% 
THE NEXT $1,000 
Baltimore & Ohio rof. 5s. 1995............s0008. 102 4.90% 
*Commonwealth Power 6s, 1947............eeee005 104% 5.55% 
7M. TZ. Btomm Corp, G5; 1047. ..ccccscccecscoscscs 106 5.50% 
TWestern Pacific Ist 5s, 1946.............cceeeeee 99% 5.08% 
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These investment recommendatonis are now a regular feature 
for the guidance of BYFI readers. With the original selection 
of each issue, safety and principal has been a foremost con- 
sideration. Each issue is watched continuously and will be 
replaced at any time that it may become unfit for retention. 
Such changes will, of course, be brought to the reader’s 
attention, if and when they occur. 





tection precedes investment. All life insurance 
policies (except term) have an investment feature 
in the increasing cash surrender value; highest in 
the “endowment policy.” The investment factor 
of a life insurance policy is low in income return 
but high in safety. 


Home HE purchase of a home, if made 
Owning with reasonable prudence, ranks. 

high in respect to income return. As 
a rule, a well bought home will return the six to 
ten per cent on the money investment, depending 
on location and the size of the owner’s equity. 
When the owner occupies his own home, practically 
all the uncertainty (or risk) concerning return on 
the investment is eliminated. A home investment 
is low in marketability and subject to changing 
values, with a secular trend of land values in an 
upward direction. 


Stocks and A SECURITY investment must be 
Bonds considered on the _ individual 

merits of the particular issue under 
consideration. As a group, they run the whole 
gamut of variations from highest to lowest in each 
of the three factors of income, safety and market- 
ability. There are bonds that pay less than a sav- 
ings bank account and have as high a factor of 
safety. Many securities have as ready conversion 
for cash as a savings account, but there are also 
others which are virtually unmarketable. All 
securities are subject to fluctuations in value in- 
cluding Liberty Bonds (as is well known) and 
First Mortgage Real Estate bonds (as is not geh- 
erally realized). In fact one of the attractions of 
securities, as a medium of investment, is the wide 
range of selection for the investor who demands 
that his own individual set of requirements be met 
to the letter. 
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$5,000 FOR INVESTMENT Approxi- Yield 
Price Maturity 
Ri us SS Sa A i 95 5.35% 
American Sager Bel. G6, 10ST. ou... cccccccesass 105 5.40% 
ic Cir ROI ARCO MOE ais ocscgcicieeicsié civ éis scicsiene 95 5.40% 
bo Ot Se er eee 106 6.60% 
U. 8, Smelting & Ref. $3% Pfd*............. jes ae 7.60% 
American Water Works & El, $7 Pfd............. 108 6.50% 
THE NEXT $5,000(a) 
Seaboard Air Line 1st Cons, 6s, 1945............. 99 6.10% 
OEE CRANE) ON ON oo c.0.0.010.6 6:8,0: s:ijervivie'slaieles 62 7.40% 
Western Maryland Ist 4s, 1952................... 79 5.55% 
Brookiyn-Man. Dr. OC Pld... ccisccccccevevsovccs 89 6.75% 
International Paper $7 Pld.......cccccvccccccsece 98 7.15% 
American Tel. & Tel. common..................6- 153 5.88% 





(a) This group is selected with a view toward probable enhance- 
ment in principal. 
*Recommended to hold at present, 
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Does It Pay To Own Your Own 
Home Where Taxes Are High? 


A New Angle on the Owning vs. Renting Problem as Related from a Personal Experience 


N the Fall of 1923 we 
I felt the time had come 

to retire from active 
business and live on the 
income derived from our 
savings and _ investments. 
My wife and I alone con- 
stituted the family. Though 
the income was not large, 
it was regarded as. suf- 
ficient for our modest needs. 
Consequently, we sold our 
home in Kensington, Md., 
which we had owned and. 
occupied for twenty years, 
and removed to Florida 
primarily for a more congenial climate 
than Maryland and the District of 
Columbia afforded. 

While being undecided as to where 
we would permanently locate, we 
rented a bungalow for a year or two. 
The advantages of home ownership 
had been so impressed upon us during 
the preceding twenty years, that rent- 
ing was regarded as only a temporary 
expedient. Rents were high because 
it was claimed that taxes were high. 

From this situation there was no 
relief in any part of Florida. Some 
municipalities were more deeply in- 
volved in debt and had more expensive 
annual budgets than others with the 
result that this condition afforded op- 
portunities for lower rents and lower 
taxes in some towns and cities than in 
others. But what might be regarded 
as cheap rents and low taxes did not 
prevail then and do not prevail now in 
any part of the state. 

After nearly two years of renting, 
with occasional trips to see and note 
conditions in other cities, we finally 
decided on Deland, the county seat of 
Volusia County, as our permanent 
abiding place. This is a fine little 
residential city of about twelve thou- 
sand inhabitants with good schools and 
a university. 

Besides these advantages, it was 
claimed that rents and taxes were 
lower in Deland than in many other 
cities of the state. This, of course, 
would be a decided financial advantage 
to the head of a family whether he 
bought or rented a home. But, since 
housing is a recognized need every- 
where and one of the costliest factors 
entering into the high cost of living, 
the financial analysis of the problem of 
owning or renting whether taxes are 
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By JAMES B. MORMAN 


EADERS of the BYFI Department who 

have enjoyed Mr. Morman’s articles in 

the past will find it interesting to learn how 

he has solved the home owning problem under 

unusual handicaps which he encountered as a 
resident of the Sunshine State. 


high or low should be of interest to 
every young couple who are contem- 
plating the purchase or the rental of 
a home. 


Taxes on Two Homes Compared 


But first let me show that taxes in 
Florida are high by a comparison. The 
accompanying photos show the two 
homes we have owned, both of which 
have modern improvements with elec- 
tric lights and running water. 

Home No. 1, located at Kensington, 
Md., consists of a basement, two 
stories, and a large attic reached by a 
stairway and fitted up with electric 
lights. The two stories together con- 
tain six rooms and both with connect- 
ing hallways. For tax purposes in 
1926, this property was assessed at 
$3,100. Size of lot is 100 x 204 feet, 
or 20,400 square feet of land. 

Home No. 2, on the other hand, is a 
one-storied bungalow having four 
rooms and bath but is without a base- 
ment. Above part of the rooms there 
is an unfinished small attic, which can 
be reached only by means of a ladder 
through a trap-door, and this has no 
utility value except as an air space to 
keep the rooms below cooler during the 
hot season. But this property is as- 
sessed at $8,200. Size of lot is 80.6 x 
212 feet, or 17,087 square feet of land. 

The total taxes paid on home No. 1 
for 1926, including water and _ sani- 
tary service, amounted to $99.19; 
whereas the amount of taxes paid on 
my home in Florida, including the cost 
of water used, was $134.40. Readers 
of BYFI, in whatever state they hap- 
pen to reside, can make comparison 
with their own amount of taxes to 
ascertain whether they are high or low. 


So far as homes are con- 
cerned, it is evident from 
the foregoing that taxes 
are much higher in Florida 
than they are in Maryland. 
The differences are really 
very striking. Thus a 
home within twelve miles 
of Washington, D. C., rea- 
sonably worth double the 
value of my home in Flori- 
da, is assessed at $100 less 
and had a cost tax levy 
against it of $99.19 as com- 
pared with $134.40 on the 
Florida home. 

The town taxes on the home in 
Kensington, Md., including water used, 
totaled $50.41 as compared with $78.40 
on the home in Deland, Fla.; while the 
county and state taxes on the former 
amounted to $48.78 as compared with 
$56 on the latter. In amount of taxes 
alone, the difference in 1926 was $35.21, 
or 385%% higher on my home in 
Florida. 


Financial Advantages of Owning 


From what has preceded it is evi- 
dent that any reader of THE MAGAZINE 
OF WALL STREET who contemplates tak- 
ing up residence in the Sunshine State 
should seriously consider the question 
whether he will rent or buy a home. 
In fact, as stated at the beginning, this 
is a very important question for any 
young married couple to consider no 
matter in what state they may be lo- 
cated since making provision for shel- 
ter is as important as providing food, 
clothing and other things which enter 
into the present high cost of living. 
While the following brief discussion as 
to the financial advantages of owning 
over renting a home is based on my 
own experience, with a slight change 
due to existing local, county and state 
tax conditions, it is applicable through- 
out the United States. 

Whatever a home renter may believe 
as to whether or not he pays taxes, 
the fact remains, nevertheless, that 
those who build and rent apartments 
and homes do so on the theory that 
the property rented will provide a 
satisfactory income on the investment. 
This income is generally based on the 
interest rate on money loaned in any 
particular locality. 

The rent charged may sometimes 
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provide an income which exceeds to a 
greater or less extent the rate of in- 
terest charged on loans. This income 
to the- landlord is net of all annual 
charges against a rented property and, 
therefore, includes not only taxes but 
all costs attached to the upkeep of a 
hone. It follows the principle of the 
shitting of taxation which simply 
mens, as it does in all retail trade, 
tha: all costs along the line are paid 
by the ultimate consumer. So far as 
thee outlays are concerned, one who 
ren's is no better off than one who 
owns, Since tax, insurance and main- 
tenance costs are paid in rent whether 
the renter is aware of the fact or 
not 

With a view of ascertaining the 
principle adopted by landlords for fix- 
ing the rentals on apartments and 
homes, I interviewed owners of apart- 
ment buildings and rented houses as 
well as real estate dealers. The lowest 
rent, which is based on a 6% income 
after all regular and _ anticipated 
charges are calculated, is fixed at 1% 
a month on the investment. If more 
than 1% rent is charged, a landlord 
expects to receive an income larger 
than 6%. Landlords are not animated 
by a spirit of charity when they fix 
rents, but by a desire to reap an in- 
come sufficient to pay them for the 
investment risks 
involved. It is a 


Deland could be rented for so low a 
figure. More likely a rent of $65 to 
$75 a month would be asked. But 
even on the minimum rental of $660 a 
year, let us see how the owning and 
renting financial statement would be 
likely to stand: 


To owner 


6% a year on an invesiment 
of $5,500 


To renter 
Twelve months’ rent at $55 a 


This statement shows a financial 
difference in favor of owning of $196. 
If, as owner. the sum of $100 a year 
is allowed for insurance and upkeep, 
there is still left $96 to the advantage 
of the home owner. If $60 or $65 a 
month rent was charged, the financial 
advantage of owning would be $156 or 
$216 a year, respectively. 

It will be noted that I have charged 
an interest rate of 6% a year against 
the investment. As a matter of fact, 
however, the funds used for the pur- 
chase of the home had never yielded 
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so high an income. They had consisted 
of $1,000 first mortgage notes at 
64% %; $1,500 of Liberty bonds which 
had yielded an average of 44%; 
$2,250 in savings bank accounts at 4%; 
$200 of bank stock which had yielded 
2%; and the balance was withdrawn 
from checking accounts which paid no 
interest. 

For several years before being with- 
drawn from the investment field and 
used for the purchase of a home, these 
funds had yielded approximately $223 
a year; so that the actual cost to me as 
owner in 1926, including loss of in- 
come and taxes, was only about $357 
as compared with a minimum rent of 
$660. This gave a financial difference 
in favor of ownership of approximately 
$300 a year—an item sufficiently large 
to cover insurance, upkeep, and other 
incidental costs and to yield a balance 
to an owner that a tenant usually 
hands over to a landlord as a bonus in 
excess of a 6% income on investment 
which he expects and generally re- 
ceives. 


Why Rents and Taxes 
Are High 


The foregoing analysis, then, shows 
that a home renter in Florida faces a 
greater financial problem than a home 

owner. Rents and 
taxes are both 














business proposi- 





tion pure and 
simple, and the 
tenant foots all 
bills if he pays 
his rent accord- 
ing to agreement. 


Owning vs. Rent- 
ing in Florida 


On this basis, 
what would be 
the financial ad- 
vantage of buy- 
ing rather than 
renting such a 
home as is rep- 
resented in photo 
No. 2? The origi- 
nal cost to me of 
this home in Sep- 
tember, 1925, was 





$5,250, and out- 
lays since made 
would bring the 
total cost to 
approximately 
$5,500. Assuming 
that a minimum 
rental of only 1% 
a month on in- 
vestment was 
charged, the rent 
would be $55 a 
month or $660 a 
year. I doubt, | 








however, if such 


HOME NO. 2 (UPPER)— 

the author’s bungalow in 

which he 

profitable to buy in spite of 
high rents. 


Florida 


HOME NO. 1 (LEFT 
HAND)—the two-story home 
in Maryland, abandoned for 
the charms of a 
climate. 


high, and it may 
be advisable to 
inquire why they 
are so in order to 
see what are the 
prospects for 
their reduction in 
the near future. 

Two tax fea- 
tures which di- 
rectly concern the 
state of Florida 
are given broad 
publicity through 
general advertis- 
ing, namely: 
(1) That the 
state has no in- 
herita nce or 
estate tax: and 
(2) That the 
state is free of 
debt and has a 
large surplus in 
the treasury. 
This balance on 
November 80, 
1926, was $12,- 
057,076. 

While it is true 
that the people 
of Florida a few 
years ago adopted 
a constitutional 
amendment pro- 
hibiting there- 
after the assess- 
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walk hand in hand. This may 

appear paradoxical; nevertheless, 
it is true. Many women—and men as 
well—who practice economy in the dis- 
position of income do not succeed in 
building a thrift fund. 

Some women who enjoy a good in- 
come from business or professional 
careers practically never save a cent— 
and jokingly brag of it! A woman of 
this type may, nevertheless, allude to 
herself as being economical—and, it is 
quite possible that this is true. She 
pays her bills promptly when due, buys 
clothes with an eye to their enduring 
quality as well as their style, enjoys 
occasional holiday trips without run- 
ning into debt, and otherwise appor- 
tions her income so that she gets, with- 
out undue extravagance, a satisfactory 
return for her money. She has prac- 
ticed economy. The dictionary defines 
it as an “orderly arrangement and 
management of affairs.” 

But thrift presupposes not only 
economy in the management of funds 
in hand, but the practice of systematic 
saving whereby a fund is built for 
future maintenance out of present in- 
come. Thrift means exercising self- 
denial in order that a fund may gradu- 
ally grow to provide for the days when 
earning power has waned or ceased. 

The modern business woman is earn- 
ing an excellent income. A good ap- 
pearance is an important asset in her 
business career, as it is in a man’s, and 
clothes as well as living expenses rep- 
resent a good part of present-day ex- 
penses. But the self-supporting woman 
of keen vision and thrifty instinct 
takes the precaution of saving for the 
future’ while enjoying in the present 
the fruits of her independence. 

This is the season of the year when 


EL CONOMY and thrift do not always 


the income of many salaried women is- 


increased by a substantial extra pay- 
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The Business Woman 
Builds Her Old Age 


Income 


How Life Insurance Policies Can Be 
Used to Solve the Modern Business 
Woman's Investment Problems—Dif- 


ference Between 


Income _ Policies, 


Endowment and Deferred Annuities 


By FLORENCE PROVOST CLARENDON 


ment in the form of a “bonus.” To 
the more thoughtless this bonus is 
looked on in the light of money to be 
spent along the lines of “Easy come, 
easy go.” The conservative woman 
with an instinct for thrift, and a desire 
to prepare for future comfort as well 
as present enjoyment, will save at 
least part of this windfall, seeking 
some conservative channel of invest- 
ment for her funds. To save all of 
the bonus, the January dividends, or 
the increase in salary which come to 
many at this time of year, is perhaps 
expecting too much of the average per- 
son. After all, it is human to want 
to gather a few roses by the way. even 
if they come at hot-house prices. 

Business and professional women are 
showing an increasing interest in the 
benefits of life insurance as a provision 
for their retirement age, and: a protec- 
tion meantime for dependents. While 
women have long been beneficiaries 
under life insurance policies, it is in 
this generation that their interest has 
been awakened and stimulated in this 
form of protection to the extent of ap- 
plying for life insurance on their own 
behalf, and building up an estate by 
this means. There are various ways 
of building for the future, but none of 
them can offer the same double benefit 
of provision for the investor’s later life 
with full protection for dependents in 
the meantime. 

One of the most interesting forms of 
insurance for the business woman is 
the Income Policy, under which a stip- 
ulated income is payable to her com- 
mencing at a designated age—55, 60, 
65. 

The income may be planned for $10, 
$25, $50, or still larger amount, paya- 
ble monthly. It may be arranged to 
have this income paid for ten years 
only commencing at the stipulated age 
in the policy; or, what is far more 


preferable, it may be continued 
throughout the remainder of life. This 
provides for a guaranteed old age in- 
come. Twenty-five dollars a month may 
look small to the woman who is earn- 
ing six, eight, or ten times that amount 
today, but marks the important dif- 
ference which exists between penury 
and a modest independence. It should 
be borne in mind that this Income 
Policy carries protection for a benefici- 
ary over a long period of years. The 
figures in the accompanying table 
give an idea of the cost for the Income 
Policy, rates being given on the basis 
of $10 a month from which premiums 
for larger income can be easily de- 
duced. 

Endowment policies are so flexible 
as to maturity date that they will meet 
most individual requirements, and con- 
stitute a peculiarly adaptable method 
of thrift-building for the self-support- 
ing woman. An Endowment Policy 
may be obtained with the maturity 
date fixed ten, fifteen, twenty or more 
years in the future, depending on the 
age of the insured when issued and 

(Please turn to page 670) 
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Cost of Life Income Pol- | 
icy for $10 a Month 


Annual Premium for Income | 
Commencing 


Age At Age At Age 
at Issue 55 60 


20: 20005. $27.26 $21.13 $17.28 
20 isease Sous 25.40 20.21 
30 ...... 43.84 31.31 24,14 
Bo Gusscy B9BS 40.01 29.65 
SG Wasscs, ‘SS2 53.93 38.01 

139.75 77.71 50.93 


At Age 
65 
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you may be interested. 


The Inquiry Department enables you to 


to your personal problems. 
yearly subscriber, you are entitled to re- 
ceive FREE OF CHARGE a reasonable 
number of PERSONAL REPLIES BY 
MAIL OR WIRE on any security in which 
Inquiries cannot 
be received or answered by telephone nor 
can personal interviews be granted by this 





‘SERVICE - SEC TIO} 


ANSWERS TO INQUIRIES 


SUBSCRIBERS—ATTENTION 
department. 


WALL STREET 
If you are a 


swered. 


The inquiries presented in 
each issue are only a few of the thousands 
currently received and replied to. 
use of this personal inquiry service in con- 
junction with your subscription to the 
Magazine should help you to get hundreds 
or thousands of dollars of value from your 
$7.50 subscription. 
subscribers of course cannot be an- 
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VICTOR TALKING MACHINE 


ave been a stockholder in the Victor Talking 
ine Co. for a number of years and would 
cur advice as to increasing my holdings 
the new stock ts offered to the public. Do 
think the change in the company's organiza- 
will have any effect upon its business policy 
s earnings?—S. J. C., Buffalo, New York. 
The general concensus of opinion in 
financial circles is that the transfer of 
control of Victor Talking Machine to a 
powerful banking group will be fol- 
lowed by a more aggressive business 
policy than has heretofore been in 
effect. While it is true that by virtue 
of the excellence of its products Victor 
has long occupied a dominant position 
in the field of oral reproduction, there 
is room for vast expansion and share- 
holders have reasonable assurance of 
the company pursuing a vigorous cam- 
paign along those lines. Victor enters 
upon its new career well fortified with 
cash and working capital: as of 
September 30, 1926, current assets 
amounted to over 25 millions (includ- 
ing almost 13 millions of cash and mar- 
ketable securities) against current lia- 
bilities of only 2.8 millions, indicating 
working capital of 22.3 millions. Cur- 
rent earnings are estimated to be the 
best in years. The long range outlook 
is wholly constructive, influencing us 
to advise retaining your present inter- 
est in the company, but there is no 
great urge to increase your holdings 
since the larger number of shares to be 
outstanding will probably result in a 
better buying opportunity presenting 
itself before material price apprecia- 
tion is affected. 


BARNSDALL CORPORATION 


there any possibility of Barnsdall increasing 
vidend? I saw in the paper the other day 
he dividend was earned 2% times last year. 
is the company’s outlook for 1927: 


in view of the substantial increase in 
the volume of earnings of the Barnsdall 


Corporation during 1925, as well as a 
noteworthy improvement in financial 





1 Be brief. 





Are You Sure of Your Broker? 


We invite correspondence from readers desirous of ascertaining 
the status of brokers with whom they intend to do business. 


make no charge for this service, as we recognize the importance 
of having our readers deal through reliable firms. 


Subscribers wishing to avail themselves of the privilege of the 
Inquiry Department should be guided by the following: 


2 Confine requests for an opinion to three securities. 
3 Write name and address plainly. 


We 








position it would seem that an increase 
in the common dividend is not beyond 
the realms of possibility. Net income 
for 1926, after all deductions, was 
equivalent to $5.28 a share on the com- 
bined 1,187,561 shares of class A and 
class B common stocks. This compares 
with $3.29 a share on 928,168 combined 
stocks in 1925. In addition, Barnsdall 
paid off all its bank indebtedness, re- 
duced its bond obligations by about 4 
millions, and plowed over 6 millions 
back into the property. Seemingly, 
Barnsdall was never in a more favor- 
able position than at present. The 
directors may see fit to pursue a con- 
servative dividend policy until working 
capital reaches larger proportions, but 
this should work out to the advantage 
of stockholders in the long run. On 
the basis of results to date and visible 
prospects for the future Barnsdall 
shares seem attractive at current prices. 


ANACONDA COPPER MINING CO. 


Why does Anaconda not show more life? I 
have been a stockholder for several years and 
while I have a profit of about 10 points and I 
am also getting something like 8 per cent on my 
money. Yet I have been disappointed as it seems 
to me the stock should do better.—A. E. K., 
Boonton, N. 


The coppers in general, not accept- 


ing Anaconda, have been market lag- 
gards, reflecting the uncertainties of 
the copper metal situation. Some weeks 
ago copper (the metal) advanced in a 
manner which seemed to promise bet- 
ter things, but has since lapsed into its 
indifferent performances, declining to 
a point where mining shares have been 
robbed of much of their speculative 
flavor. However, it is at least encour- 
aging to note that copper stocks in the 
hands of domestic consumers are low, 
and the necessity of replenishing the 
same as well as increased demand in 
prospect from foreign sources should 
affect a stiffening in quotations. As 
matters stand, Anaconda has demon- 
strated its ability to more than hold 
its own in the face of the existing 
situation, and inasmuch as any change 
should be in the nature of an improve- 
ment it would seem that a constructive 
attitude toward the future is war- 
ranted. Returns from the new low-cost 
Andes Copper property which will 
come into production during 1927 
should augment earnings appreciably. 
Barring a collapse of the copper metal 
market during 1927—which seems im- 
probable—Anaconda should cover its 
normal requirements by a wide mar- 


(Please turn to page 659) 
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Business Gains Slowly 


Restrained Purchasing Hampers Trade in Several Lines 
as Buyers Pursue Waiting Policy—Prices Slightly Weaker 














































































STEEL THE TREND IN MAJOR INDUSTRIES 
; STEEL—While ingot production has reached highest levels 
Railroads Support Market since early December, finishing mills are lagging for this 
OW that the new year is fairly season of the year. Buying is backward except in tin- 
well started on its way, certain plate and railroad equipment. Pig iron market is some- | 
_” promises are being fulfilled. Dur- what better and tonnage booked is increasing, especially | 
ing 1926 the railroads fell back in under concessions. 
wc cP gp a <a ee, PETROLEUM—In spite of heavy production in recent | 
would develop in the early part of 1927. months, total stocks of crude and refined products com- | 
This is precisely what is taking place. bined show a gradual decrease under well sustained con- | 
Most of the railroad demand is cen- sumption. Pennsylvania crude reflects the situation ina | 
tered in the West, mills in the vicinity 25 cent advance, and while this field is no longer a domi- | 
: of Chicago receiving the bulk of orders. nating factor, its behavior is strongly indicative of | 
; “aed the Seaboard there has been strengthening price tendency. | 
: ittle doing with regard to equipment 
; business, but, considered as a whole, METALS—Copper and lead have lost little ground in current | 
freight car awards for the first three weakening trend among metals generally. With supplies | 
months bid fair to exceed last year’s adequate for present needs any upturn, however, is de- 
first quarter demand by a fair margin. layed by apathetic demand at home and abroad. Zinc has 
There was another increase in the reached a new low with a drop of $1 under last year. 
unfilled orders of the Steel Corporation 
as of December 31. This is the fourth AUTOMOBILE—Whiie the public manifests considerable in- 
successive gain since September. The terest in new models, coming months will doubtless prove 
last reported unfilled tonnage amounted critical for many manufacturers. Competition is keener 
to 3,960,969 tons. In January last with consequent narrower profit margins, whereas the 
year it was 4,882,739; a gradual reces- market is hampered by growing surplus of used cars in 
sion took place, and in June the low dealers’ hands 
(Please turn to page 652) re : 
MACHINERY—Orders are now being placed with more con- 
fidence and the trade is regaining its normal. Although 
COMMODITIES* automobile manufacturers are reluctant buyers, demands 
(See footnotes for Grades and of mills, particularly in New England, and the railroads 
more than counterbalance. 


Unit of Measure) 
19; 











High Low *Last 


LIVESTOCK—Hogs are maintaining a comfortable twelve 














te. (Se $35.00 $35.00 $35.00 e 
Pig Tron (2)... 18.60 18.00 18.00, dollar level although prospects of heavy future receipts at 
men i... ie” fae fee” market are materializing. Reflecting a year of favorable 
on ty aa 2.18 2.13 2.18 prices, increases in number of sows bred for Spring far- 

“eens ' ‘5 rowing are notable in all sections of the country, indicat- 






settee — : ing lower hogs later in 1927. 


1 
nite a5 SUGAR—Gathering momentum with which Cuban mills have 































bceews 0. 
ugh: om 88 8m begun grinding since the ban lifted January first, has 
Tobacco (id)... 0.19 019 0.19 shaken prices down to 314-cent levels; but the favorable 
i i. ae oe cox statistical position of sugar gives little ground for con- 
Paper (17)...... 0.08%, 0.0814 «OO i i i 
Paper (17).-..+ 0.08% 0.08%4 90:08% struing the dip as more than temporary. Consumption 


figures, recently reported for 1926 show 109 lbs. per 
capita—even exceeding the record of 1925. 


TOBACCO—With trade continually expanding for tobacco 
products, prospects for continuation of the prosperity of 
1926 are favorable for most companies. Consumption of 
cigarettes and cheaper grade cigars still show gains while 
smoking and chewing tobacco hold steady volume. 


SUMMARY—lIndustry is more active than during December 
but markedly less than a year ago. Trade is marked by 
restraint in buying, but with nearby prospects improv- 
ing, acceleration is anticipated. 





















*Jan. 15, 
(1) Open hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
c. per pound; (4) Mid-Continent, 36°, $ per 
bbl.; (5) Pittsburgh, mine run, $ per ton; 
(6) Spot, New York, c. per pound; (7) 
No. 2 red, New York, $ per bushel; (8) 
No. 3 Yellow, Chicago, $ per bushel; (9) 
Light, Chicago, c. per pound; (10) Top, 
Heavies, Chicago, o, per lb.; (11) Rio, No. 
7, Spot, c. per Ib.; (12) First Latex crepe, 
ec. per 1b.; (13) Ohio, Delaine, unwashed, 
c. per lb.; (14) Medium Burleigh, Ken- 
tucky, c. per Ib.; (15) Raw Cubas, 96° 
Full, Duty, c. per Ib.; (16) Refined, c. per 
Ib.; (17) Newsprint per carload roll, c. per 
oa Ba Yellow pine boards, f, 0. b. $ 
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here is Proof 


that Guided Investment pays big dividends 


A Complete List of Brookmire 
Stock ‘Recommendations for 
the Year 1926 is Shown Here* | 


N this advertisement we are letting 

the facts speak for themselves. 

Draw your own conclusions a$ to 

how Brookmire clients fared. Ac- 

ual happenings furnish the only way to know 
10w valuable investment guidance can be. 


The recommendations below show a few 
losses, mingled with many price advances. 
Brookmire’s has never claimed infallibility; it 
has claimed and proved consistent, profitable 
accuracy. An analysis of the following will be 
significant. We believe that the record shown 
below is unusual. Did your own record last 
year equal it? 


Recommendations for purchases as published. 
July 5 Prices res" ores 
N. & W.. . . 1554 1603+ 53 
Pitts. & W.Va. 1094 1244-4143 
Reading... . 95 1003+ 53 
Wabash... . 473 454— 23 
July 19 
Am. Tobacco 120? 1213+ 2 
Gen. Cigar . 53 55$+ 22 
Goth. Hosiery 514 598+ 7% 
.. Helme G. W. 772 77 — 
‘Int. Harvester 1294 1364+ 7} 
Lig. & Meyers 854 1028+174 
ReynoldsB.. 98 123 +25 
August 2 
Am. Mach. Pfd.116 131 +15 


* Recent Profit 
February 1 Prices ‘Prices or Loss 


Detroit Edison 1393 1344— 5 
Radio Corp. . 444 52 + 7% 
March 1 

Com’wlth Ed. 1403 141 + 

D. & H... . 1593 1773+18 
D. L. & W. . 1434 146 + 23 
{.chigh Valley 81 1193+382 
Reading . : 1002+ 163 


413+ 98 

# 1774+212 

146 +12 

Lehigh Valley 81 119%+382 
Reading ... 824 100§+-18% 

















June 7 
Ala. Gt. South. 1063 127%+21} 
June 21 
Atl. Refining . 1183 114 — 4 
California Pet. 344 322— 1} 
Gulf Oil . . . 864 952+ 93 
Marland Oil 62 57Z-— 44 
Ohio Oil. . . 644 604— 4 
Shell Union Oil 253 298+ 
TexasCo. .. 553 58 + 
St. Oil of Calif. 58% 593+ 
‘ 6 6 Ind. 642 702+ 
6 SO NJ J. 442 393-— 
July 5 
\la. Gt. South. 119} 1273+ 8} 
C.R.R.of N. J. 2904 2993+ 94 
Chesp. & Ohio 1373 160 +223 
D. & H... 165 17744123 
D. L. & W. . 1414 146 + 43 
Sri 37. 414+ 44 
Gulf Mobile . 364 39 + 23 
Lehigh Valley 874 1193+32} 
L. &N.... 136 1313— 43 


Total number of points profit . . 


JANUARY 29, 1927 


Fam. Pla. Pfd. 1202 122 + 1} 

Gen. Asp. Pfd. 115 130 +15 

L. Wiles 2d Pfd. 14334 158 +143 

Wabash A... 742 793+ £ 
August 30 

B. & O. .. . 1044 1093+ 5} 

Chi. & N.W. 78} 831+ 43 

N.Y.N.H.&H. 443 444-3 

Northein Pac. 81} 847+ 38 

Norf. & West. 166 i60%— 53 

South. Pacific 107 109 + 

September 27 

Gulf Mobile . 40 39 — 
October 11 

Fam. Players 1132 111,— 

Loew’s.... 434 48 + 
October 25 

Union Carbide 924 102 + 

November 22 

Bayuk Cigars 534 52 — 1} 

Eu.Vac. Clnr. 59% 64 + 4} 

Vivadou 7% Pfd.104 105 + 1 


454% 


The year 1926 was not by any 
means an easy year in which 
to make money in stocks. The. 
action of the securities recom- 
mended by Brookmire’s shows, on the other 
hand, what specialized knowledgecan accomplish 
for every investor, even in the most baffling 
years, where little progress in either direction is 
made by the main body of stocks. 


Judge for Yourself 


Here then, you have the Brookmire recom- 
mendations. It is important for you to take into 
consideration that these are the complete record. 
We have not selected one month and withheld 
others in which the showing might have been 
unfavorable. We have listed every stock whose 
purchase was advised in 1926. What better basis 
for judging the value of Brookmire Service? 


Send THIS Coupon... Now 


In 1927 you hope to make money—more 
money than in past years. You probably have 
plans and prospects. Just how do you intend to 
go about securing better results? If you would 
really make more money from your investments 
... make it safely and consistently, we strongly 
urge you to make an ally of Brookmire Service 
now. To get the complete facts about how this 
service can work for you, clip this coupon and 
mail it to us today. You will receive our bulle- 
tins advising what to do now. . and a copy of 
our new booklet on investing for greater profits. 





BROOKMIRE 


ECONOMIC SERVICE ING 
570 Seventh Avenue New York 


Please send me —free—the literature 


mentioned above. 
M-X 


Name 


Address 

















*So far as we know no other organization whose business it is to advise on 
investment matters publishes complete annual records such as this. We 
invite investigation and comparison on the basis of actual results. 
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DOES IT PAY TO OWN YOUR 
OWN HOME WHERE TAXES 
ARE HIGH? 


(Continued from page 648) 
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ment and collection of inheritance 
taxes, it is not a very great boon to 
most residents for the reason that the 
average value of estates of decedents 
in the United States is only about 
$3,800 and, if one is fortunate enough 
to inherit an estate, it usually happens 
only once in a lifetime. But anyone 
who pays a high rent generally does 
so every month of the year, while home 
owners have to pay their taxes at least 
once a year. These payments as rents 
or taxes must be met promptly if the 
parties concerned are not looking for 
trouble. 

But newcomers to Florida hear lit- 
tle or nothing as to the amount of the 
annual state, county and municipal 
taxes until they have become located. 
Then they realize that rents and taxes 
are very material items in the high 
cost of living. If they are of an in- 
quiring turn of mind and seek the 
causes of high rents and taxes they 
soon find that the county political sub- 
divisions, as well as towns and cities, 
have bonded themselves highly for such 
improvements as roads, canals, bridges, 
paved streets, schools, parks and other 
public works which progressive social 
life requires. Most counties and muni- 
cipalities have thus become encumbered 
with long-time, interest-bearing debts 
which have largely to be met through 
general taxation. It will be from ten 
to twenty years in many counties be- 
fore this annual means of high taxes 
can be reduced to any great extent. 
In the meantime, the upkeep of public 
county works must be met through cur- 
rent assessments that make the tax 
burden a little heavier even under nor- 
mal conditions of use and service. 


With many municipalities local 
bonded indebtedness is even propor- 
tionately higher than county indebted- 
ness. Public improvements have been 
pushed faster than the abutting pri- 
vately-owned properties have been im- 
proved, with the result that non-income 
producing lands and lots have to bear 
a high tax burden. The price of lands 
for home-building purposes is thereby 
greatly increased even when no infla- 
tion of prices is brought about by so- 
called “boom” conditions. The operat- 
ing expenses of most municipal govern. 
ments are frequently out of all propor- 
tion to their size, the values of busi- 
ness and home sites, and the wealth of 
the population. 

While little hope of relief from high 
taxes and high rents may be expected 
for a long time because of municipal 
bonded indebtedness the amortization 
of which must be met annually with 
interest according to the terms and 
conditions of the various bond issues, 
there is a way of reducing the current 
operating expenses of municipal gov- 
ernments. This could be brought about 
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by reducing the number of employees 
and lowering the salaries of others. 
These things must be done if taxes are 
to come down so as to make home-own- 
ing and home-renting more economical 
in the future. 

Notwithstanding these tax and rent 
problems in Florida, I do not hesitate 
to urge the owning of a home in pref- 
erence to renting wherever a young 
couple feel that they are quite perma- 
nently located. The bug-a-boo of high 
taxes ought ‘not to stand in the way, 
for rents will rise with taxes, and there 
is an advantage in paying them di- 
rectly once a year over paying them 
indirectly in higher rent every month 
of the year. If experience has taught 
me anything it is this—that I prefer 
owning to renting a home even when 
current taxes are high and, on account 
of debt and other conditions, are likely 
to be high for a long time to come. 








COTTON’S STARTLING SLUMP 
(Continued from page 617) 








extensive forward buying impending, 
on the assumption that the chances 
are that cotton is not likely to be 
cheaper. 

Cotton goods are slowly receding in 
price as the spindles and looms rally 
to their opportunity, but the margin 
between it and that of raw cotton is 
well-maintained. This makes for a 
prosperous, generously purchasing in- 
dustry and a widening market. With 
regard to the long view, a period of 
very cheap cotton will make for a gen- 
eral rehabilitation of the cotton textile 
industries and a great increase in nor- 
mal consumption, thus putting the 
whole world of cotton on a new high 
plane of production and consumption. 

At the best, though, the actual con- 
sumption of American cotton the pres- 
ent crop year can hardly be figured at 
much more than 15,000,000 bales— 
1,000,000 more than last year. Price 
relief must come chiefly from a smaller 
crop—and a much smaller one. How 
much smaller is suggested by these 
ominous round figures: 

World carry-over of American cot- 


ton from last crop year 
This year’s American crop 


5,500,000 bales 
18,600,000 bales 


24,100,000 bales 
consumption 

15,000,000 bales 

9,100,000 bales 


Total supply 
Maximum possible 
this year 


Probable next carry-over 


It appears then that even if the 
1927-28 crop should be only half as 
much as this year’s there would still 
be a sufficient carryovér to meet stand- 
ing reserve requirements of 3,500,000 
bales; leaving the statistical position 
relatively much the same as in 1925-26, 
when the average price of spot mid- 
dling cotton at New Orleans was just 
under 19 cents. 

But a study of the past affords 
small hope of a 50% reduction; the 
nearest approach was in 1921—that 
year of general calamity—when pro- 
duction fell off 40%. About the only 
modification of the above figures 


hinges on the possibility that the whole 
of the 18,618,000 bales will not be 
picked; and the only important ex- 
ternal qualification that the foreign 
cotton crop is a little less than in 
1925-26. Weather has been unfavor- 
able to picking and a large proportion 
of the crop is known to be below ten- 
derable grades, bringing the producer 
only a wretched six or seven cents a 
pound. The consensus, however, is 
that the crop will be gathered. 

Further variations in the price o 
this crop have little interest to th 
farmer. He is mostly out of the mar- 
ket. The bulk of the crop has passed, 
or soon will pass, into other and 
stronger hands. But from the point 
of view of the mills and the various 
groups of commercial and speculativ: 
market operators they are highly im- 
portant, and are subject to an influence 
that is independent of the size of th 
crop—and that is its quality. On the 
whole it appears to be a crop of poor 
quality, both relatively and absolutely. 
There may not be any such abundance 
of tenderable grades as would ordi- 
narily be inferred from the magnitud: 
of the crop. Some operators look for 
sharp advances in prices as the extent 
of non-tenderable grades becomes mor 
apparent. Until recently the mass of 
the crop has oppressed the market and 
due consideration has not been given 
to quality. Unfortunately, cotton sta- 
tistics do not reflect quantities by 
grades. 

Summing up the cotton situation, it 
may be said that the South is moving 
the huge crop as fast as it offers—at a 
ruinous price—and that there is no im- 
portant mass withholding by producers. 
Present and future price is, therefore, 
entirely a matter of normal factors. 
There probably will be no great varia- 
tion from the present level until there 
is some knowledge, in February and 
March, of the extent of 1927 planting. 
Should the acreage be within 10 or 
15% of that of 1926 there likely will 
be another price break, as the present 
level discounts the exceedingly slim 
chance of another large crop in 1927- 
28. Cotton is almost certainly in for 
a year of profitless prices. The 9,000,- 
000-bale carryover so decrees. 

The South must take the gaff—and 
it can. By reason of the industrial 
expansion of that region cotton is by 
no means the factor in prosperity that 
once it was. The South now has ac- 
cumulated capital—and after all, the 
cotton farmers have had three good 
years in a row—considering both quan- 
tities and prices. 

The coming months will be gloomy 
for millions of farm people and hard 
on rural tradesmen, but the big crop 
has meant great railway and shipping 
activity and much rural employment: 
and the amount of the reduction of 
the cotton income—say $400,000,000— 
is small in comparison with the South’s 
total income. And the final outcome 
may be the augmentation and accelera- 
tion of forces that ultimately will end 
King Cotton’s tyranny, but with the 
South more firmly entrenched than 
ever in its world supremacy in cotton 
production. 
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amount than applied for. 


All of this Stock has been sold’ 


415,000 Shares 


Victor Talking Machine Company 


Common Stock 


(No Par Value) 





Edward E. Shumaker, Esq., President of Victor Talking Machine Company, has summarized his letter 


dated January 17, 1927, copies of which may be obtained from the undersigned, as follows: 


CAPITALIZATION 
In addition to $6,900 par value non-callable Preferred Stock 


7% Cumulative Prior Preference Stock (Par Value $100).......... 
$6 Cumulative Convertible Preferred Stock (No Par Value) ... 
Common Stock (No Par Value) .......... Sraaveieys 


Authorized To be outstanding** 

$20,934,000 $20,934,000 

... 122,115 shares 122,115 shares 

Wiateia Rwlerein a susie a4 *819,915 shares 575,685 shares 


*Including 244,230 shares of Common Stock reserved for conversion of Convertible Preferred Stock. 
**Including stock owned by Company and subsidiaries, as follows: $167,220 Prior Preference Stock. 


The Company. has no funded debt. 


975 shares Convertible Preferred Stock, 4,599 shares Common Stock. 





Each share of stock has voting rights. 


The Prior Preference Stock, Convertible Preferred Stock and Common Stock are issued in accordance with the plan of 
recapitalization approved by the stockholders January 17, 1927, and do not represent new financing by the Company. 


BUSINESS: Victor Talking Machine Company, incorporated 
in 1901, is the largest manufacturer of talking machines and 
records in the world. 


From the beginning the Company has maintained a position 
of leadership through the excellence of its instruments and 
records and through its success in securing the services of the 
greatest artists under exclusive contracts. Victor records con- 
stitute a collection of the world’s greatest music interpreted 
by the world’s greatest artists. ‘“‘His Master's Voice” has long 
been one of the best known trade marks throughout the world. 


The Orthophonic Victrola and Electrola, introduced in the 
latter part of 1925, and the Orthophonic Victor record, placed 
on the market in the fall of 1926, embody the latest develop- 
ments in reproducing and recording sound, and represent the 
greatest advance in the industry since the invention of the 
talking machine. The Company also combines in a single in- 
strument the Orthophonic Victrola and Electrola with the 
Radiola, manufactured by the Radio Corporation of America 
and its allied companies. The instruments range in price from 
$1,000 for the largest combination machine down to $17.50 for 
portable Victrola models. 


ASSETS: Current assets on September 30, 1926, as shown 
by the consolidated balance sheet certified by Messrs. Price, 
Waterhouse & Co., including $12,971,138 in cash, Liberty Bonds, 
Treasury Certificates and other marketable securities, were 
$25,129,913, as against current liabilities of only $2,817,249. 
Total net assets, including land as appraised by James F. 
Baker Co., and buildings, machinery and equipment in Camden, 
N. J., the principal plant, as appraised by The American Ap- 
praisal Company, were $51,093,812, equal, after deducting the 
par value of the Prior Preference Stock and the Convertible 
Preferred Stock at $100 per share, to about $32 per share of 
Common Stock. 


The valuable patents, rights and trade names are carried at 
one dollar; the master records and matrices for its entire 
collection of records are likewise carried at one dollar. No 
valuation is included for goodwill. 


EARNINGS: Net earnings for the 12 years ended December 
31, 1926, after reserves for depreciation and Federal taxes, as 
certified by Messrs. Price, Waterhouse & Co., (including the 
Company's estimate for the last three months) were as follows: 


Year Ended Year Ended 
Dec. 31 Amount Dec. 31 Amount 
1915 $7,388,609 1921 $4,190,415 
1916 8,679,251 1922 6,408,841 
1917 5,145,927 1923 6,568,850 
1918 3,159,627 1924 1,227,426 
1919 4,611,171 1925 *5,532,253 
1920 4,800,357 1926 **8,000,000 


*Deficit after extraordinary charges and adjustments. 
**Including Company's estimate for last three months. 


Net earnings for the 9 months ended September 30, 1926, 
after reserves for depreciation and Federal taxes, as certified, 
were $5,195,054. For the entire year, net earnings, after 
reserves for depreciation of about $1,140,000, but before Federal 
income taxes, are estimated by the Company at $8,400,000 and 
after such taxes, at $8,000,000, taxes being reduced by about 
$740,000 through allowance for losses in the preceding year. 
The net amount for 1926 without this tax reduction would be 
about $7,260,000, equal, after deducting annual dividend re- 
quirements of the Prior Preference and Convertible Preferred 
Stock, to about $8.90 per share of Common Stock, and after de- 
ducting also the annual Prior Preference Stock sinking fund, 
to about $7.80 per share. 

Since organization in 1901 the Company's business has been 
profitable in every year with the single exception of 1925. In 
that year net earnings were $931,358 before writing off deprecia- 
tion, losses due to the abandonment of old models, and ex- 
traordinary expenses incident to the development and introduc- 
tion of new instruments and processes. 

The Company has paid about $37,500,000 in cash dividends. 
Since 1902 cash dividends have been paid on the Common 
Stock in every year except 1926, and on January 17, 1927 a 
dividend of 8% was paid on approximately $35,000,000 par 
value of Common Stock outstanding prior to recapitalization. A 
stock dividend of 41624% was paid in 1911 and cf 600% in 1922. 


This stock has been approved for listing on January 21, 1927, on the New York Stock Exchange 


All legal matters are subject to the approval of our counsel, Messrs. Cravath, Henderson & de Gersdorff and 
Messrs. Pitney, Hardin & Skinner, and of counsel for the Company, Messrs. Hughes, Rounds, Schurman & Dwight. 


We offer the above Stock for subscription at 


$38 per share. 


We reserve the right to close the subscription at any time without notice, to reject any application and to allot a smaller 
Temporary stock certificates will be deliverable in the first instance on or about February 1, 1927. 


J. & W. Seligman & Co. 
Hayden, Stone & Co. 





Hallgarten & Co. 
Jackson & Curtis 





January 21, 1927 


The statements contained herein are received from sources believed to be reliable but are 
not guaranteed, and are in no event to be construed as representations made by us. 


Chas. D. Barney & Co. 
Hemphill, Noyes & Co. 
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1927 sessecueeencen: 


EVERYMAN’S 
INCOME TAX 





A Booklet Containing 


Information Every Taxpayer 
Should Have in 
Preparing Tax Returns 


With an Index 





Based on Revenue Act of 1926 
and New Regulations 


BOOKLET M-10 WILL BE 
FURNISHED UPON REQUEST 


Howe, SNow 
& BERTLES nc. 


Investment Securities 


120 Broadway Tel. Rector 3563 


Grand Rapids Detroit 
St. Louis 


Chicago 
San Francisco 











Guaranteed 
8% Bonds 


We endorse each bond guarantee- 
ing interest and principal, which we 
collect and pay promptly. Bonds 
are secured by first mortgages on 
centrally located office buildings, 
commercial property, hotels and 
apartments in Florida worth twice 
amount of loan, as determined by 
independent appraisals. We sell in- 
dividual 8% mortgage loans known 
as‘“‘standardlifeinsurancecompany 
loans.’’ Many insurance and trust 
companies purchase our securities. 
Our company, established seven 
years ago, specializes in first mort- 
gage loans. Interest payable New 
York City if desired; titles insured 
by New York Title and Mortgage 
Company. Booklet MW gives full 
particulars. 


Palm Beach 
Guaranty 
Company 


Net Assets Over $1,300,000 


Guaranty Building 
West Palm Beach, Florida 




















Income Tax Department 


Conducted by M. L. SEIDMAN 


_ Note: This department will be continued 
in each issue until March. Its purpose is to 
give investors sufficient information on the 
income tax laws to enable them to make out 
their returns properly. For this reason, we 
have used a smaller size type than usual in 
order to incorporate as many points as pos- 
sible in the available space. Mr. Seidman, 
who conducts this department, is one of the 
best known experts on the subject in the 
country. Inquiries of reasonable length will 
be answered and letters should be sent to 
INCOME TAX DEPARTMENT, The Magazine 
of Wall Street, 42 Broadway, New York City. 


for income taxes it owes me. I lost 

money this year.” That is the reply 
facetiously given very frequently when a 
person has been asked whether he filed his 
income tax return or paid his tax. But his 
reply is not so facetious. To use a trite but 
apt expression, it contains more truth than 
poetry. Under the income tax law, one can 
in all seriousness come pretty near sending 
a bill to the “psig ged when he loses money. 
Let us see why and how. 


ad Ie going to send a bill to the government 


Net Losses Deductible in Future Years 


The Revenue Act provides that net losses of 
one year can be used as an offset against the 
income of subsequent years. This is a great 
relief provision for taxpayers. It enables 
them to recoup, in part, the effect of severe 
losses when in succeeding years they have 
profits. It gives them a credit bill, so to 
speak, that can be used against other pur- 
chases. Perhaps comparing it to a rain- 
check might convey the thought better. But 
like most other provisions of the law, there 
are a few limitations and exceptions that 
must be noted. 


Business Losses Only 


In the first place, only such net losses as 
arise from the operation of a trade or busi- 
ness may be carried forward and applied 
against subsequent income. In other words, 
a salaried individual who dabbled in the stock 
market on the side and who lost more in 1926 
than his salary for the year, could not apply 
his 1926 net loss against subsequent income, 
because his business was not that of stock 
market trading. 

Just when any particular activity con- 
stitutes a business, or is merely a side line, 
is a question of fact, and depends upon the 
particular circumstances of each case. The 
peint that is here important is that if a net 
loss does arise from a_ business, it may be 
taken as a deduction in computing income 
of subsequent years. If it does not arise 
from a_ business, then, even though there 
may be a net loss, it is of no avail in com- 
puting the next year’s tax. 


Two Year Limitation 


Another limitation on the deductibility of 
net losses in arriving at the income of an- 
other year is that the net loss cannot be 
carried forward for more than two succeeding 
years. For instance, a net loss in 1926 could 
be deducted from income in 1927. If it ex- 
ceeded the income of 1927, the excess could 
be applied against the income of 1928, but if 
it exceeded the 1928 income, it could not be 
carried forward any further. 

The net loss provision is not new to the 
present law. It was also in effect under the 
1924 law. As a result; net losses of 1924, 
to the extent that they exceeded 1925 income, 
may be deducted from 1926 income. Net 
losses of 1925 may be likewise applied against 
1926 income. 


Accounting for Losses 


It will be seen, therefore, that accounting 
for losses is just as important as accounting 
for profits. Taxpayers are too prone to over- 
look this point. As a rule, where losses are 
involved, the feeling of despondency, or what- 
ever the cause may be, seems to make in- 
dividuals become lax in their method of 
accounting for losses. They probably figure 
that it makes no difference anyhow. How- 
ever, as we have just seen, and paradoxical 
as it may sound, net losses, if properly sub- 
stantiated, have actually a cash value for 
income tax purposes. 

The precise computation of the net loss is 
rather complex and confusing. It will serve 


no particular purpose to go into the details 
here. Suffice it to say that it is not merely 
the excess of the business deductions over 
the business income. Instead, it would be 
now accurate to describe it generally as the 
excess of the business deductions over |} 
other income, whether from the business or 
other sources, including tax exempt income 


We have now covered all the importan 
general provisions of the income tax law. 
We have seen who must file returns, what 
the oe are, the tax rates and th 
method of computing the tax, including th 
special computations for earned income ani 
capital gains. We are now ready to go into 
the question of determining how to arrive a: 
taxable income. The first thing to get or 
of the way in this connection is an unde: 
standing of what, is not income, and wha 
income is exempt from tax. 

As a general proposition, all income 
subject to tax. However, the law does pri 
vide for some exemptions. Let us see wha! 
some of them are. 


Tax Exempt Interest 


Perhaps the most familiar tax exempt ite 
is interest on the increasingly popular ta 
exempt bond. What bonds are tax exempt: 
It is generally believed that bonds issued b 
the United States Government come in t} 
exempt class. That is not strictly so. With 
the exception of the 1st Liberty bond 3%% 
issue, only the interest from $5,000 of Libert; 
Bonds and Treasury Notes are fully exemp'. 
Any excess, while exempt from normal tar. 
is subject to surtax. Federal Farm Loan 
Bonds, however, have complete exemption 
Likewise, the interest on bonds issued by : 
state or any of its subdivisions, like a cit) 
or county, is exempt from both normal and 
surtax. 

A special provision is made with reference 
to the income from building and loan stock. 
All such income up to $300 is exempt. 


Insurance Proceeds Exempt 


The proceeds of life insurance policies paid 
by reason of the death of the insured to his 
estate or to any beneficiary, is exempt from 
tax. However, where the insured himself 
collects the proceeds upon the maturity of 
the policy, taxable income must be reported 
to the extent of the difference between th¢ 
amount collected and the total premiums paid 
during the life of the policy. 

As for other types of personal insurance, 
it is provided that amounts received through 
accident or health policies, or under work- 
men’s compensation acts, for personal in- 
juries or sickness, need not be included in 
income. The amount received by law suit 
or agreement as damages on account of in 
juries or sickness, likewise does not con- 
stitute taxable income. 

Amounts received as compensation, family 
allotments and allowances for war risks, in 
surance or as pensions for military service 
are also exempt. As a result, the soldiers 
bonus need not be reported in the income tax 
return. . 


Gifts and Bequests 


Gifts are not taxable either to the giver 
or the receiver, irrespective of the value oi 
the property at the time of the gift and it 
cost to the donor. Neither are legacies an‘ 
bequests taxable. Of course, the income from 
the property so received would be subject i 
tax in the regular manner. 


Tax Paid at Source 


One exemption in which investors will b: 
generally interested in is that which mak; 
it possible to omit from income the tax pai 
by a corporation for the bondholder pursua! 
to a tax-free covenant clause in the bon 
Under some of the previous laws, the tax + 
paid had to be included in income. That 
no longer so. 

Having discussed in this terse fashion wh: 
may be excluded from income, we may no 
proceed to the more important question © 
what must be included in income. All incom 
not specifically exempted is taxable. Thi 
includes profits on sales, compensation fo: 
personal services, business gains, interes', 
dividends, etc. In the next article we wil! 
analyze the first element mentioned, namely, 
profits on sales. We will there try to © 

lain exactly how profit is to be compute? 
‘or income tax purposes. 
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QUALITY - STANDARD 


Standardize Your Paper 
Buying 


as we have Standardized Paper Making 


Eagle-A Standardization provides 
an accurate, and an almost auto- 
matic, assurance of the right paper 
for the purpose, at the right price. 


For example, a Cover Paper that 
seems satisfactory in sample and 
price quoted, may fray at the edge 
when machine folded, or print so 
poorly, that the finished job is 
seriously handicapped. 


Or a Bond Paper made of sulphite 
(chemical wood-pulp) may seem 
good enough. But if after handling 
in your own office, a journey through 
the mails, and rehandling in another 
office, it proves soft and flabby, it 


has been bought without due con- 
sideration for its utility. 


The standardization of the Eagle- 
A primary grades of paper was based 
first on the ultimate use of paper, 
and then these standards were put 
into volume production. 


For the many uses of bond papers, 
we will send you the Specification 
Chart, the “Correct Use of Bond 
Papers,” and a Sample Portfolio: 
and if you will briefly outline your 
use of direct mail material (cata- 
logues, booklets, mail pieces, etc.) 
we will gladly make recommenda- 
tions and forward samples of Eagle- 


A Book and Cover Papers. 


AMERICAN WRITING PAPER COMPANY 


Makers of Eagle-A Writing, Printing, Specialty and Industrial Papers 


Holyoke, Massachusetts 
A few of the Eagle-A Standardized Business Papers 


Bond Papers 





Ledger Papers 


Cover Papers 


Coupon oa Brunswick Linen Ledger | American Handcraft Herculean 
Agawam A vie Account Linen Ledger American Embossed Arven 
Persian cn — Extension Ledger Berkshire Am. Standard 
ee Gloria Ledger Paradox Moss Finish Riverdale 
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“The People’s 


Messenger” Securities. 


As Business “Speeds Up” 


Here are important facts: 


1. Today, in this country with its 
17,000,000 telephones, there are 
70,000,000 telephone conversations 
daily. A large part of these deal 
with business matters. 


2. It takes only about thirty seconds, 
on an average, to establish business 
contacts by telephone. 


This tremendous number of calls, with 
the rapidity of their completion, is not 
only an indication of the way modern 
business has “speeded up”, but is also a 
reflection of the part played by the 
telephone in the speeding up process. 


Gathering speed, American business has 
required speed from the agencies which 
serve it, and help to make it great. The 
telephone has kept—if indeed it has not 
set—the pace. 


This nation-wide service and the facilities 
that make it possible underlie Bell System 


This investment stock can be bought in the 
open market to yield a good return. Write 
for booklet, “Some Financial Facts.” 








BELL TELEPHONE 
SECURITIES CO. ine 


D.E Houston, President 


195 Broadway NEW YORK 














Successful 
Investments 


are largely the result of accurate 
knowledge and seasoned judg- 
ment. 

We are investment specialists. 
The entire facilities of our organ- 
ization are devoted to the invest- 
ment welfare of our clients. 


Full particulars of this specialized, 
personal investment service will be 
sent investors, without obligation, 
on request. 


MACKAY & CO. 


BANKERS 


14 Wall Street, New York 
Members New York Stock Exchange 














Florida 
and safety 
Send for Booklet MW 
Ask Questions 


SEMINOLE 


Bond & Mortgage Co. 
MIAMI, FLORIDA 
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TRADE TENDENCIES 
(Continued from page 646) 
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point, 3,478,642 tons, was reached. The 
total at the end of the year was the 
largest since March. 

Business from the railroads consti- 
tutes most of the activity in the indus- 
try. Many consumers in other lines are 
hesitating and appear unwilling 
commit themselves until a more definite 
trend has been established. On the 
surface, however, conditions appear to 
be slightly better. But a number o! 
steel lines are running under lowe: 
‘schedules, the most important of thes: 
being sheets and pipe. The quietness 
in the sheet market is probably due + 
the waiting attitude of the automotiy> 
industry. When the annual shows a1 
over and the inclinations of the publi: 
are better understood, active particip: 
tion by the automobile manufacturers 
will no doubt be a contributing facto: 
in the improved steel market. TI 
construction industry has not bee 
backward in placing orders; awards in 
the past week have been very heavy, 
and pending projects indicate con- 
tinued activity. 

Pig iron appears to be doing slightly 
better. Buying has been recently in 
evidence, and this movement may ex- 
pand rather than diminish. In mosi 
districts, good inquiries have been no- 
ticed; quite a few of these are for early 
shipment, owing to the belief that a 
coal strike may occur in April. In dis- 
tricts where price concessions have been 
offered, a fairly large amount of busi- 
ness has been placed, and this together 
with uncertainty surrounding the coke 
situation is tending to strengthen the 
market. There has been some reduc- 
tion in the output of coke, and this 
commodity is becoming more and more 
difficult to obtain. 





FERTILIZER 











Although this is the season of the 
year usually marked by activity among 
fertilizer manufacturers, uncertainty 
over conditions in the cotton belt has 
introduced a distinct note of conserv- 
atism in production operations. With 
indications that the acreage to be 
planted in the South will be curtailed. 
coupled with a substantially reduced 
purchasing power among growers, the 
outlook for large fertilizer sales is 
doubtful at best. Moreover, while the 
general index of fertilizer materials is 
now about 3% below a year ago and 
producers are generally believed to 
have partially covered the season’s re- 
quirements, the increase of 944% in 
German potash prices and the new 
higher schedule for nitrates effective 
this month, do not make for a cheaper 
product nor favorable profit margins 
at a time when both will be most 
needed. Markets at present are stag- 
nant, as all interests pursue a waiting 
policy. 
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the _New opportunities for unusual profits in securities are 
st. disclosed every week to subscribers to The Investment 
u ° : e 
or and Business Forecast of The Magazine of Wall Street. 
rite In 1926 we made 133 recommendations for income and for market appreciation—53 
tl bonds, 66 preferred stocks and 14 common stocks—which showed 444 points market gain 
and 53 points market decline. This is a net of 391 points, in addition to income aver- 
v aging more than 61/4 per cent. 
es 
ess Besides this, we have been compiling for each new subscriber a special individual list of 
“ae six stocks which do not appear in the regular advices and are not a part of the regular 
. _ service. We keep a watch over these issues and at the opportune time advise the sub- 
Lie scriber to take his profit. 
D- 
e1 Bear in mind that these are not trading recommendations on speculative 
: securities. The trading advices are issued as a supplementary department 
" and cover normally from 5 to 10 stocks. (We do not advocate the use of 
in more than 25 per cent of one’s funds in trading operations.) The advices 
4 are intended for the investor who wishes at times to make commitments 
based on the technical position of the market with a view to taking profits 
ily from the short swings. 
in 
x- Can you afford to do without a service which guides you in making the kind of invest- ; 
“~ ments that yield substantial profits as well as excellent income? We are in a market 
1) phase that demands the keenest judgment, the most critical analysis in the selection of 
_ securities, yet it is a market that will present many opportunities for profits along just 
f the lines in which our experts specialize. : 
si- : 
er Here Is the Complete Service 
ke Service Report Unusual Opportunities 
he 1.—An 8-page service report issued regularly every Tues- 5.—One or two recommendations each week of high gee " 
day, with occasional special issues covering important securities with possibilities for market profit. We tell 
C- changes in the trading position—sent by air mail if you when to sell. ‘I 
is desired. Bonds ~ 
re 6.—Each week tables of standard bonds for income only, 
Colorgraphs and also for income and market profit. 
2.—The Magazine of Wall Street colorgraphs of Business, Trend of Leading Industries © 
Money, Credit and Securities. 7.—A thorough survey of the various fields of industry 
| and finance. 
| Special Trading Advices Replies by Mall or Wire 
3.—Supplementary trading recommendations showing what 8.—Prompt replies to inquiries regarding a reasonable num- 
and when to buy and sell,—in continuing tables. ber of listed securities (limited only to 12 issues in any 
one inquiry)—or the standing of your broker. 
Bargain Indicator A Special Wire or Letter 
1e 4.—Dividend paying preferred and common stocks for in- 9.—A special wire or letter when any important change is 
come and profit. foreseen in the trading position. 
& . : 
y We are helping others to make money and the present is a particularly advantageous time for you 
s to join us. Mail your remittance today for $75 fora special six months’ test subscription and we will: 
J- 
h (a) send you The Investment and Business Forecast regular and special issues for six 
e months. 
1. (b) analyze your present investment or trading position and tell you what to do with 
d each security you own: 
€ (c) telegraph you at once (if you wish to take a trading position immediately) what 
s stocks are in the best position to buy or sell at the time the wire is dispatched to you: 
e (d) compile for you a special individual r dation covering six stocks and ad- 
S i vise you by personal letter when to close them out. 
: | ,eeeeeee ee eee SPECIAL SIX MONTHS’ TRIAL COUPON ==2seeeeeeen 
D ' The Investment and H 5 
- Busi F tis th s INVESTMENT AND BUSINESS FORECAST 
2 usiness Forecast 1s the ; of The Magazine of Wall Street, 42 Broadway, New York City. 
{ only service conducted : I enclose check for $75 to cover my test subscription to The Invest- 
‘ k ° ° a Weekly ment and Business Forecast for the next six months. 
' by or affiliated with 1 Wire 
The Ma ine of Wall i Service UG a 6 dic be ard Se ers ese vinaciesione Mewes Vaecieine cowensniaeseabaee 
i S t. g Wanted? Street and No. ..... Lo alae 6 eine 4G:0.¥.e die, wie: 6:0.ki6 0! ¥ wre Niels) sbaieeseweecuse’ 
tree ' 1 Yee iene he cotinns sccsbonduncienceensnssian eee So 
: 0 No OO Wire me collect upon receipt.of this, what 
gs Jan. 29 trading position to take, naming eight stocks. 
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Odd Lots 


Allow Diversification 
Increase Safety 


Encourage Outright 
Purchase 


“Approximately % the daily 

transactions on the New 

York Stock Exchange are in 
ODD LOTS” 


Send for our interesting booklet 
“Odd Lot Trading” 


Ask for MW 275 


100 Share Lots 
Curb Securities Bought or Sold for Cash 


John Muir & (0. 


Members 
New York Stock Exchange 
New York Cotton Exchange 


Associate Members 
New York Curb Market 


61 Broadway New York 


Short term notes 
which are readily 
marketable are the 
best investment in 
our opinion for 
funds which are 


temporarily idle. 


We have prepared a 
list which will be 
furnished upon request. 


GOODBODY & Co. 


Members New York and Philadelphia 
Stock Exchanges and New York 
Curb Market 


115 Broadway 350 Madison Ave. 
NEW YORK 


BRANCH OFFICE 
1605 Walnut St., Philadelphia, Pa. 

















New York Stock Exchange 


RAILS 


Pre-War War Post-War 
Period Period Period 
1927 Last Div'3 


1909-1913 1914-1918 1919-1926 ai Se, 
High Low High Low High Low High Low 1/19/27 Shar: 


Atchison 125% 90% 111% 70 172 91% 161% 167% 
a: a ee ; - 106% 96 102% 75 102 12 101 99 100 
Atlantic Coast Line. --+- 148% 19% 268 191 
Baltimore & Ohio 122% 88%, 109% 112% 
Do. Pfd. 96 4 13% 13% 
B’klyn-Man, Transit De =% % i 11% 69 
Do. Pfd. . an + ie os 8934 +87% 
Canadian Pacific 170% 101 169% 
Chesapeake & Ohio 160% 
C. M. & St. ts 
Do. Pfd 
Chi. & Northwestern 
Chicago, R. I. & Pacific 
Do. 7% Pfd. 
Do. 6% Pfd. 
Delaware & Hudson 
Delaware, Lack. 
Erie 
Do. Ist Pfd. 49%, 
Do. 2nd Pfd. 89% 
Great Northern Pfd 157% 
Hudson & Manhattan bee 
Illinois Central 162% 
Interboro Rap. i im 
Kansas ng Southern 50%4 
Do. Pfd ines 
Lehigh Valley eae 
Louisville & Nashville 
Mo., Kansas & Texas 
Do. Pfd. 


N. Y., Chi. & St. Louis 
2 Y., N. H. & Hartford 
Norfolk & Western 
Northern Pacific 
Pennsylvania 
Pere Marquette 
Pittsburgh & W. Va 
Reading ..... zs 

Do. Ist Pid. 

Do. 2nd Pfd. 
8t. i 
St. Louis Southwestern 
Seaboard Air Line 

Do. P: 
Southern Pacific 
Southern Railway 

Do. Pfd. 
Texas & Pacific 
Union Pacific 

Do. Pfd. 


Do. 
Do. 
Western Maryland 
Do. 2nd Pfd. 
Western — 
Do. 


++ 


= ++ . 
* WOOP HWOG-IH.- 


50% 


INDUSTRIALS 


90 154%, 42 136 
Bs 89% 45% 118 
ie 148% 
oo “ 12234 
49% 6 971, 
92 111% 
cies ta 
Am. Boet Sugar ; 108% 
Am, Bosch Magneto oa a 
Am. Can 681, 
Do. 114% 
Am, Car & Foundry 16Y, 98 
Do. Pfd 119% 
Am. Express 300 140% 
Am. Hide & Leather 3 221% 
Do. Pfd. 94% 
Am, Ice oe os 49 
Am, Internaticnal ae ee 623%, 
Am. Linseed Pfd 3 92 
Am. Locomotive 98Y, 
Do. fd. 122 109 
Am. Metal a Se “A 
Am. Radiator *445 
Am. Safety Razor aS ae Ns 
Ship & Commerce. RS 
bear 128%, 


118% 97 
45% 
os .° 78 115 1 
. esi 106” ; "al% 
Am. Tel. we? - ere Os orcccee 134% 905% eo 
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Pre-War 
Period 
—__F 
1909-1913 
High Low 
pM Gey vielen baie kee es *530 *200 
oe ere a oe 
Water Works & Elec..... - is 
Ain; “PRR BESi0 oe exses esos 405 15 
gee ee ee 107% «74 
aconda Copper ............% 543%, 27% 
AS sociated Dry Goods......... oe + 
ee A es of 
DD. HME BoA ore dda0s vin omic dhe es as 
Atl. Gulf & W. Indies........ 13 5 
DO; FF rOs so s%s5 SEE ore’ 32 10 
lantio: MGAWING ........cicecs ot ie 
i rere se 
eS Aaa ee aie 
Eildwin Locomotive .......... 6034 36% 
NG aE eee ere 107% 10014 
Bethiohem Gteel . 04... ccscsscs *5154 *1834 
ee ee 80 47 
Brooklyn Edison Electric...... 123 
Brooklyn Union Gas 118 
Eurns Brothers ........ 41 
Ge SOS sek Pan oessso cs esa oe 
BUtte We GOP. 6 okie cccces az 
California Packing ........... ee ax 
California Petroleum .......... 12% 16 
PEPRL RUEOE ei5's o:0'6c\0.5.0-60'00 51% 16% 
Bee seeker coy csr eee wes 111 0 
erro de Pasco Coppes:.....:.. 
CHS OE AWiseiwincccostwee ae 
CHYyBlOD, WORD. 260 cceceecceses 
MPO RUMMY dkeoh citienss35 5.064% 
6h: ie | Oe Ct ae een a aS 
Colorado Fuel & Iron.......... 53 221% 
Columbia Gas & Elec.......... ah a 
Congoleum-Nairn ...........+++ Pe 
Consolidated Cigar ........... ae we 
Consolidated Gas ...........-. *16514 *1141% 
Continental Can .............. =e oe 
Corn Products Refining........ 261%, 1% 
BOs, BHR tiv Gdielb d's e's s19'e 010. 010 98% 61 
Crucible Steel ...... 19% 6% 
Cuba Cane Sugar.. ee -* 
Ble. BN” Gu neeee eect endesees ‘a be 
Cuban-American Sugar ........ *58 33 
Cuyemel Fruit .........-+.-6- ar ate 
Davison Chemical ........ eerie = 
Dupont de Nemours........... an . 
Eastman Kodak ..........-.+ *No Sales 
Electric Storage Battery...... » *64%4 *42 
Endicott-Johnson ........+--+++ oe ve 
hy. | ORES OS Are en a 
— Players-Lasky .......+ 
OL Arar ce crest is 
F Fisk "Rubber PE ee eh Roe 
DG. BSt PlGs. os. ciccceccvvccs 
Fleischmann Co. .........-+-+ 
Foundation Co. ......s..ssese. he 
Freeport-Texas ........0-s.eees re = 
General Asphalt .........-.+0-- 42% 15% 
General Cigar .........seseeeee a re 
General Electric ...........+-. 188% 129% 
General Motors .....,...cceee. #5134, *25 
SS, ee eres ‘ie a 
G a ad MO ses dcss fn 2 
Do Pe Pfd 4 sed eaten ae Sen OR 109%, 73% 
Goodyear T. 2 Ser oe os 
a. 8 reer aa ; 
Granby Consolidated .......... 18%, = 26 
Great Northern Ore Ctfs....... 881, 251% 
Gulf States Steel ............. oe = 
res ae ae 
BORNE Sito hs ied ouecadsies 251% 8 
Hudson Motor Car .......... 5 oi 
ROOD Beton GRP oiviscicsccicee 
Pe I i ee ea oe ne 
Inspiration Copper ........+... 21% 18% 
Inter, Business Mach.......... a e 
Inter, Combustion Eng......... 
TWCGE. BRI WORUEE occcscccesccas Ae - 
Inter. Merctl. Marine.......... 9 2% 
PEE. Aes eco s eee 275% 12% 
Inter, — Oy er hee ae #22714 *125 
TNCOT) OE isis ves eice ccs cues 1934 6% 
Kelly-Springfleld Tire ee eee ws as 
BE EU: abide ec sievss acess 
Kennecott Copper ............. 
Biiney CG BY U0) cess sccas 
Lima Locomotive ............. 
TOWNES SROs 6e's 66d. ca Shcess eos 
te Se Oe eee ss ae 
Pl TUG Ot | rr *2151% *150 
WORD MUMORD 06% sicccs okie odece% os 
MEASMR DODO occ. cc sicicccaccs 
PROANNO RIO h.5.6.0.00:c 00510 60% 
Maracaibo Oil Explor.......... 
MUN EN. Kis 068 hse aires 
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War 


Post-War 


Period Period 


———, 


oo A 
1914-1918 1919-1926 


High Low High 


#256 *123 #31414 
ag .. #210 
iz 1. #144 
60% 12 169% 

12% 111% 
105% 24% 11% 
28 10 *14014 
15 50% 10214 
49% 35 110 
147%, 4% «19254 
74% 9% 0% 
ie .. *15%5 
40% 
95 


154%, 2654 167% 

114 90 119% 
155% 59% 112 
186 68 108 
131 87 163 
1383, 78 *128 
161% 50 147 
as 2 53 

105%, 12% 37% 

50 30. *17914 

425, 8 11% 

123 25% 11614 
114 


55 25 731% 
39% 114% 88% 
y .. «#258 
111% 
a me 177% 
66% 20% 56 
54% 1414 *114% 
op -.  *184% 
ie = 8714 
#15014 *11214 *145% 
*127 #3714 *131% 
50% 7 *160% 
113% 58% 13014 
109% 12% *2781%4 
16% 24% 59% 
100% «77%, = «87 
*2738 = *388 «= *605 
ne ae 74%, 
a 8114 
“a ..  *360 
*605 *605 *690 
*78 #4214 *153 
& fe 150 
120 
1271, 
1241, 
55 
116% 
*1711, 
iv ee 18334 
701%, 25%, 64% 
39% 141%, 160 
- .. *115% 
18714 118 *38614 
*850 *7414 29534 
ss C3 1221, 
801%, 19% 93% 
116%, 79% 109% 
Ae i: 1145 
- es 109% 
120 > 58 80 
50% 221%4 52% 
137 58%, 104% 


ee ae 52% 
86 10 116% 
oe ee 1391, 
11 2% 31 
50 


743, 1414 68% 
5254 24 *176% 
as - 6914 
121 104 158% 
505% 5% 67% 
125% 8 128% 
571%, 2414 481% 
75% 9% 91% 
85 36% 164 
101 72 110 
641, 25 644, 
is .« 168 
14%, 
48%, 
28 
"289% #1441% *245 
.. 242 
46 
45 
87% 
63% 


Low 


82% 


Price Range of Active Stocks 


INDUSTRIALS—Continued 


1927 Last 
Pen! See Sale 
High Low 1/19/27 
122% 120 122 
33% 2644 261; 
864%, 76 814% 
491%, 47% 48% 
425% 40% 41 
102 «102 )=—- 100% 
ae = 07 
42 39% 40 
38% 37 437 
5 110% 114 
we gk 
155 145% 145% 
116 116 +115% 
47% =ABY% 47 
108% 104%, 108% 
154% 150%, 150% 
98% 91% 92% 
125% 124 125% 
281% 27 27% 
a ay 
82% 305% 32% 
10% 8% 9% 
58%, 545 
62% 60% 61 
36% 34% 36% 
100” os neste 
173 = 167% ‘Tro 
47%, 4254 
91 88 on 
21 18% 18% 
84% 7914 81 
109% 104% 105% 
73% 6914 +7114 
491, 46% 4714 
‘a nt ee 
10% 10 10° 
50% 47% 471%, 
28% 27 426% 
34 32% +33 
81% 27% 29% 
177% 169% 17414 
184% 127 33 
19%, 15% 8% 
674%, 66% 66% 
117: 116% 4117 
1145 110% 112% 
124% 121% +121% 
174 16% 16% 
86% 81 84 
49 464% 47 
81% 78 80% 
401, 34 383, 
87% 81% 83% 
55% 541, 5434 
85% 82% 841, 
155% 14614 14954 
122 12014-12114 
48% 42% 473, 
96% 95 +4961, 
100% 99% 9934 
106% 105 +106% 
35 83% 34 
21 194% 19% 
me tty 

% 19 
70% 60% 70 
59% 483%, 613% 
2354 21 211%, 
433, 42 42%, 
25% 2414, 241% 
574%, 58% 57% 
49% 451%, 4814 
143% 185% 140% 

1% 6% 1% 
4014, 37 39% 
48% 3814 40% 
60% 58% 56% 
i. 

44 
62%, 61% 62 
| eke 
64% 
4954 46% 4814 

6% 6% 6% 
32% 311% 32 
974%, 91 921% 
35% 384% 385 
16 15 715 
223%, 18 21 
58% 56% 58 
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$ Per 
Share 
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Kipper, Peasopy & Co. 


Founded 1865 
NEW YORK BOSTON 
17 Wall St. 115 Devonshire St. 
xoues h Offices 
NEW YOR B 


45 E. 42nd St. 216 Dehahes St: 
NEWARK PROVIDENCE 
§ Clinton St. 10 Weybosset St. 


Government Bonds 
Investment Securities 
Foreign Exchange 
Letters of Credit 


Investment Circular 
on request 


Correspondents of 





BARING BROTHERS & CO., LTD. 


LONDON 
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Southern 
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| Chicago, 
Rock Island 
Pacific Rwy. 


Copies will be sent 
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_PRINCE & WHITELY 


Established 1878 
Members N. Y. Stock Exchange 


| 25 Broad Street New York 
| Uptown Office: Hotel St. Regis 
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INDUSTRIALS—Continued 

































































































Observations on Pre-War War Post-War 
Period Period Period , 
e ey —— —" 927 Last Diy’ 
Reading Company ’ 1909-1918 1914-1918 1919-1926 —"—__ Bale §$ Pe 
ss i High Low High Low High Low High Low 1/19/27 Shar. 
Shell Union Oil Corp. May Department Stores........ +88 *65 = *97% 35 «174% «60 69% 68 68% 4 
Mexican Seaboard Oil.......... i. Bs ‘ oe 84% 5% ™% %H 1% . 
. SENT ON REQUEST St ee... pai witek shies os 30% 12% 49% 16% ots : a jt ty 1 
ki eee - va se - h 4 
ASK FOR 122-4 National Biscuit .............. *161 *96% *189 *79% *270 355% 101% 97 98% 5 
— nd —. Fo eee * - a “4 81% pote mx ty 73% 3 
a : tamp...... Y, i 
LISTED BONDS AND STOCKS aie ...... 2 a * go 70 44 181" 63% 168 * 164% 167” 8 
bought and sold for cash, or N. ¥. Air Brake eens 98 45 136 65% #145% 26% M4 tt fn 3 
* ° * Se SS re 40% 8 27 "A 034. ‘2 Me a 
carried on conservative margin. North American .............. 87% *60 *81 «38% #119% 17% 49% 455% 49% gid 
SS eee eee os aA i 52% 31% ' 51% 650 50% 3 
Packard Motor Car............ “ee wie * i 481, 9% 86% 34% 35% 2.4 
| Pan.-Am. Pet. & Trans...... sas et 170% 35 140%, 38% pty 60% 65% 
SS eee x ys = .. 111% 84% A % 6 
McClave & Co Philadelphia Co. ............. 59 37 48% 21% 91 26%, 87 85% 87 4 
e 
Phila. & Reading C. & I....... oe oe ee we 54%, 34% 47 42% 43 
MEMBERS Phillips Petroloum ............ se a as i 695% 16 585% 543%, 57% 3 
New York Stock Exchange Pierce-Arrow ..... oe + 65 25 99 6% 22% 119% 20% .. 
sy wale a gi Do. Pfd. ... st .. ~—-:109 88 127% 18% 102% 85 92% 8 
New York Cotton Exchange Pittsburgh Coal *29% *10 58% 387% 745% 29 36% 33% +3414 
Postam Oeread ......occcsccssce ie i nal -. £184 *47 102% 96% 101% 5 
67 Exchange Place Pressed Steel Car............. 56 46-18% = 88—s—i—«é«iWTH_=—«d28% 34% oe : : \% 
Do. SEWER ae i % 69 106 1 
New York Mog a9 Ty RRR ee ae 138% . ji 2 
Pullman Company ............ 200 149 177 106% 199% 87% 3 4 184% 8 
Telephone, Hanover 3542 Punta Alegre Sugar........... oe as 51 29 ‘ 120 F 24%, 46% 43 43 a 
ee 2S SES iA .. 148% 81% 81% 16% te aT 29% 1% 
3 
UPTOWN OFFICE Rey Conn Coppers, am Mm a OM AB By 
Hotel Ansonia, 73rd St. and B’wiy ee. ee ie a ‘a ne 931, 1, oo it 25% 
1 , Endi Republic Iron & Steel.. ... 49% 15% 96 18 145 40% () % 61% 4 
Telephone, Endicott 1615 . — cia ee: : * 411% 641, 112% 72 106% 74 sore tH 99% 7 
|] Royal Dutch N. ¥. pe eeanie ae 86 56 =: 128% % A A 51% 3.08 
——— ee ———_..,............ "7 oT) agg 9% «108% «= 8%Cté<‘T;*C<‘zi HCC 
Schulte Retail Stores ......... oe a ie .. 184% *88 49% 47%, 48 sy, 
Sears, Roebuck & Co.......... *124%, *101 *233 %120 “I = " aie le 2, 
Shell Trans. & Trading........ ws oe as ne 53%, 967 
Shell Union Olt «.......0 000 sae ae a jee 30% 28% 80% 1.40 
mmons Company ............ vie ae oe i fe % y 5% 2 
Simms Petroleum ............. 5 6 sis a 281, 6% 21% 19 214%, 1 
Masiels Senet. Bil 455 bree a a a, 67%, 25% 84% a 21% 2 21% ; 
ke! SS eer os sie = as fs h, 
Our recent ae. dein... 94% 23 93% 19% 143%4 s2% 181% 128 * 4196 6 
Standard Oil of Calif.......... a a is f hy 60% 2 
b ooklet Santens | oa =) iS ee *448 *322 *800 *%355 =e R ae it 130% 1 
0, ee a eee ‘s se i 56 fy cy e vi 
Stewart-Warner Speed. ....... a ..  #100% «= *43—=— #181 21 67% 64% 66 6 
H § — wre Carburetor ......... si 45y, 4 _* pots sess an 50% 6 
tudebaker Company .......... 49% 5% 195 bd a 4% §4% 5 
ow ecurities ne Cop. & Chem........ i 9 . 21 oe a a” 13%4 105, 12% 1 
Sa Re eee 144 744%, 248 12 5 56 57 3 
Texas Gulf Sulphur ........... = ~ aS o. S288 825% 523%, 49 511 
are bought and Tex. & Pac. Coal | ic on 6 -- *275 12 16%, 14% ." 
Tide Water “ae es .. «925165 a Ay 29% 27% 238% ‘1% 
en Roller Bearing......... aa os oa - , 8814 78 871 4 
sold on the N. y. Tobacco Products ............. 145 100 82% 25 116% 45 110% 107% ma” (US 
Bs) MBC 55s ddu cs acces oe os e - 118% 176 116 113% $114 7 
: Transcontinental Oil .......... = ~ ae bs 625% 14 4% 4%, 4% 
Stock Exchange. Union Oil of Calif............. me ae a a 58% 33 56% 54%, 54% 2 
United — BENE. sc canccesics ae .. *127% os ‘Bx rth 100 95 97 +2 
OS) eee as a 90% , % 171% 166 168% 8 
WG), EREIETAS | onissccacses ss SG os 54 46 59 36% €0 581%, 60 1 
will be of spe- United Fruit 2.00.0... eee 208% 126% 175 105 *294 95% 119% 115 115% an 
z U. 8. Cast I, Pipe & F........ 32 9% 31% 7% 250 10% 228% 216 219% 10 
cial interest BC een 84 40 67% 30 118 38 115 «#134 )=«:114 7 
U. 8. Indus, Alcohol. . ae 57% 24 +%171% «15 =~ 167 35% 82% 7% 81% 5 
to you U. 8. Realty & Imp. .. 7 49% 68% 8 184% 17 65%, 68 64 4 
y E U. S. Rubber ........ —. Be 80% 44 14383%, 22% 1 575% 60% 
Do, Ist Pfd. ..... Been cceae 123% 98 115% 91 119% 66% 107% 109% 8 
U. §. Smelt., Ref. & Min...... 30% 81% 20 78% 18% 36% 93% 34%, 31 
SEND FOR COPY U. 8. Steel 94% 4114 186% 38 160% 7014 1591, 154% 157% Hd 
wih LEGS REE h 2 h y 
i HAL iss ncasoaboess sees 131 102% 123 102 130% 104 130% 130 1301 7 
Utah Copper ..... Tiddtacna 1: Tig “Se” 190 48% Mle” «43% «MISE. 118% guste 
Ve % 71138% 6 
Vanadium Corp. .........++... ee 5s ace oe 97 19% 893%, 38% 38% 3 
Western Union ..........000. 864%, 56 105% 538% 157% #476 148 144% 146% 8 
Westinghouse Air Brake....... 141 182% 143 95 146 16 139 188% 139 ” 
Westinghouse E. & M....... . 65 24% 14% 32 84 38% 705 6754 69% 4 
FE White Eagle Oil ............-. aa ea 27 = «85% 8%est«i 
enner Cane MG EUMEND masses cevcos.s.- ol. 6G 80 «i104%Hs«iMG:C“‘<‘i‘i (CGC 
Willys-Overland .........---+5 *75 = #50 #325 15 40% 4% 24 20% 21% .. 
Members New York Stock Exchange Do. Pfd. .......- rere «+ we 100 6_—s«-128% 8B a 91 = 7 
and inci; MIMDAU MDs dae scaescieno<s ae 5 84%, 42 104% 4% 4 12% 12 re 
other principal exchanges Woolworth (F. W.) Co....... *177% «76% *151 = *81% *345 72% 182% 175% 181% 6 
60 Beaver St. — New York Worthington Pump ........... ce - 69 23% 117 19 24 22 22% = 
Fenner & Beane Bldg.— New Orlean aa - — 85% 98% 44 48% 47%, +47 is 
eens: Sg ene eres a - 78% 650 81 87% 42% 40% 40% .. 
Private wires to New Orleans, Chicago Youngstown Sh. & Tube........ Re a = 954%, 39% 90 86% 88 4 










and principal points throughout South 








* Qld stock. ¢ Bid price given where no sales made, } Not inoluding extras. § Payable in stock. 
a Paid this year. 
When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 








































































































Securities Analyzed, Rated 
and Mentioned in This Issue. Our : 
Stock Advisor 
f RAILROADS y 
; Me OCI os ORS Zara obese tes wea bee 629 
; RENT a Spices 5G ate asc cares Oo 4k. c Sia Sea wld 619 Department 
; Bonds and Chicago, Rock Island & Pacific.............. 630 
—— i kee OW ee ela eevee a pi Under Personal Supervision of 
| How to Buy | Lshigh Valley 'R 7 err eee ee on WALTER THOMPSON 
} FMR cele psicc < one ca eeure 5 
| Fi, PRORECE ROMIMEo otis cacecw oh sks ns's cs e.neoge 618 i Jr. 
om | Them ‘edi woe sa Invites inquiries from business 
Pe: _— cre ‘eb I ES Oa men regarding the current eco- 
har, | The principles of bond investment rete ila Works & Electric.......... en nomic ohadion: Definite recom- 
' are outlined, in non-technical |J Columbia Gas € Electrics. 0..J0..0..0/26a8 |] mendations will be made upon 
n | language, in a booklet which we Peoples Gas Light & _ Raiicteelowere >So 628 request. 
| a Public Service of S Srsairais oa patel wists slic 633 
4 | have prepared to serve as a guide O f. 
; | to the investor who is seeking the 4 a MINING ut-o -Town 
i ° bei eae acorn COMBE oi. sis cakes icssenes 632, 645 
8 secisheiccaanihic suited to his individual TROHMRCORE SCODDRE: a os0s0 6.0:005.0 '5,0504,0.00 ese ews 631 Traders 
3 requirements. A copy of the book- U. S. Realty & Improvement............... 631 
i | ‘ mr DEM CONGR E 555i ocion eben ooedewiasaaiece 633 
a | let, entitled Bonds and How to ai eae are afforded expeditious and effi- 
3 Buy Them,” will be gladly sent on ( _ PETROLEUM cient service. Consultation is in- 
_ request for No. M-1999. PIG NINN 27 32a sua Woh Aie owe sis SS 613 vited regarding conservative mar- 
| De el, ee er eae eee 633 ginal accounts 
6 | Pee ROROAN CCEA ccrateins:avs Wale an bieuresasies 645 z 
4 OTIS & co Cations Petrie gi sass cit cr cescccwwwees 633 
: OIE wa ial ora 6 sche taud a sctthin's ora rer aisiwieisiwiarer ese 613 = 
, ? Enidepentiont: Oll GAS. sacs ciss.cccenciiecesciees 633 Stock Letter on Request 
° VDL CIEL 9 oso eraialera iss). lera tin oee.nse:e.ers 613, 632 
¢ pee cen 1899 Mexican Seaboard Oil........00.0+cccssess 613 
5 EVELAND Pan American Petroleum & Transport....... 613 W 
: n a os PRPS. FPORCOICUI © oo bie cic ss ie ei eciewece were 632 NE MAN BROS. 
7 New Yor icago Detroit Sinclair Consolidated Oil........ccceescceee 613 
> Cincinnati Columbus Toledo South American: Quis 635)j.0ie6 8 ce siwesiweeoensd 639 & WORMS 
; Akron Denver  ° Colorado Springs Standard ou of — PRL cc rarnaeg 613 
S: ‘ Standar ME DE IN. Jaca <ceie wie 0.0106 wi0'o0e wes 1 
Ye en Texas Corporation cccccccccccccscccces 613, 632 MEMBERS 
'y, Memb N Union Oil of California.......cceessssee0s- 631 New York Stock Exchange and all other 
, ember. important exchanges 
; ei he i and other INDUSTRIALS ; 
eaamg Stoc xchanges American Brake Shoe & Foundry........... 628 25 Broad Street New York 
08 American Locomotive ........-.sceeeceeeees €29 
Pitnerican “TORGCCD: soa. isis olo%00 6:8 s:e:0¥i0.0:06,010-0 629 
"2 PELTTS AllistChatmiers: MEG) cciceccssasiicvece reese. 6°9 
e] Aluminum Co. of America..........+..000 678 
40 American Sugar Refining............++++0+ 661 
: Raltierin) LGCOMOtiVe «oie cs sce i0 care cee cone ees 615 
Belding Hemingway ...........cccecessces 632 
Burroughs Adding Machine............--++ 629 
Californie PACwinie 5. dcicccseesc.eses owe cee 630 C 
WHITEHOUSE & Co. Cemiral: Tieaee ss .ccaseinwscscsocennces 631 A Special Letter 
. Canada Dry Ginger Alle.........s0cccccces 632 
Chicago Pneumatic Tool..............e.cee €28 
RRR TRO OGS oo a a30ii asd sis on. aise bieleipslarsacners 630 on 
CUES occ Sal des Solas 0 tron eee ewmte sate 632 
n NGOCE CDI, 9 clove gs o5\s.c)4eeisrae Dod sibs Saw aieseins 628 
Established 1828 Consolidated: Cigar’ ..0..5..00sccc cs eases ..69 
PIERO! DIMMING oe io6 o eisiee-cigacne e-eseeeee's 630 
RSIAIS Br PTI ood ais soca se winced 0 BR Aecses.0 he 630 
Calorado Geto PIONS 0.6.5: s:050:0 00d scweeeaes 632 
ry Ba HORN, TRIES. 65555 cncencwss dasdcnasios 629 
an INE 9 ooo a ecdhsinis alae mtnseonais > hs eeiee hee 629 
Stocks and Bonds MING: ROM ING | 6 5'550) 4 6.6)0 55.0: 0: 005d vise inaaiese ane 631 3 fe U C KS 
. CE ONRE TS SUMEN 5 ok 0s )5700dae.s celoe once tie’ 659 
Accounts Carried — OOM 5655 Svat Sie'n oes Sis nee eu, ce 633 
a ne sake 4 
ne Pectin panekiva now slb eee asen ewes ies 531 v. ¢ ‘ 
, Endicott Johnson ...cccccccccccvcscceceses 031 will be forwarded 
Electric Refrigeration 6. .ic cece scsesccses 633 upon rec 
: juest 
111 Br CR Sree rorracr st career eee Te 630 
oadway, New York Great Western Sugar... scccsccccscscccecs 629 
BUSA MUO) ah 555 0.0 05 50 0:45.50 56:50:00 % 05018 631 
Pirtermational Cement: ¢.< 6cc0.5c:<iccisie sedesies.¥ oy 631 
International Mercantile Marine............. 633 
DED ORE Soin bys bos 410 9-0 s0 Secon ee Cees: 631 
: PAC 65a: 515, siptecelés 4: d5 21006 tie sielerers:0 b.acessis 630 
PGES ionic s.b.e ck eieecweten cues es 636 tsb l 
EA ere eer cre er rere 628 Ask for MW-16 
Members New York SN No ac a cise. nan bsanenceaneri 661 
RIOT OE oo: 8)000. 055.50 0:0.5 coeds sain 660 
Stock Exchange NaTSNAIU ON TIMIMCS vio sic Shon ncee bese scene 662 
fy SU SRN OC 1 er 632 
PRO NARMS oi aioe “6s, 0 G,a'aieie ere Bio ea-bin aaa 632 g J C 
Punta seas oe eee eer ee 632 RUNING, ACKSON & 0. 
ea i MRI ot yi te aue 4 \a acaincovase 81, eonyanaraiate 632 M A 
Schulte, ‘Retail Stress... ccc. cscverscsens 635 ae: a 
SEN TIEEE ia. c'eeiw odin Soje50'a siete slap civ\cwa..eie 628 = 
— a Aree alas a aisierne ccmsvaciceees 631 Successors to 
MER PROMO. BOOTING, 6:06.00 80e0 sted cess 630 : 
MTR GRE SCOT OR So 6 oo o0 0.6. 5 4arb.00. 010 010: 08%0 634 Chas. M. Schott Jr. & . 
BROOKLYN BALTIMORE ae Pore —- Riccine stele Sais ta.cu es 645 : Co 
patmngnouse Air Brame. . oo ccccsccccs sdccnns 628 
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Ten Basic 
Industries—No. 2 








Communication 


Telephone, telegraph and 
radio play a vital part in daily 
life. 


When you buy “Shares in 
America” you become part 
owner of 24 leading com- 
panies, including: 


American Telephone & 
Telegraph Co. 


Ask for Booklet No. 5 





THROCKMORTON & Co. 


100 BROADWAY NEW YORK 
Telephone Rector 1060 
New Haven Oklahoma City 















or 20 Years 
without loss 


Hard-earned dollars should have 


the protection of guaranteed bonds 
backed by every dollar of the issuing house. 
Shrewd investors select from among guaranteed bonds 
those giving complete peace of mind. They insist upon: 
(1) A long record of high achievement. 
(2) The highest income obtainable with safety, now 8%. 


(3) The highest ratio of resources to outstanding guar- 
antees, 


(4) They insist that the guaranteeing house itself have 
large resources; 


(5) And an open and above board policy as to furnish. 
ing its financial statement. 
Hard-earned dollars are protected by bonds offered by 
this firm whose present officers in advising the plac- 
ing of many millions of dollars in Miami, have recom- 
mended first mortgages yielding 8% for 
20 years without loss. 
Write for Our New Book W. S. 
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TO 218 NE. SECOND AVENUE 
e MIAMI, FLORIDA 
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1927 Indexes 1926 Indexes 
Number of (264 Issues) Recent Indexes (238 Issues) 
Issues in Group ———— 7 —-—— \ —* 

Group High Low Jan. 8 Jan.15 Close High Low 
264 COMBINED AVERAGE ...... 96.9 95.7 96.9 96.9 95.7 102.0 83,1 
38 a Se oot 101.6 98.5 99.2 101.6 98.5 102.2 84.3 
4 Agricultural Equipment ...... 71.7 69.8 71.7 ‘70.5 69.8 111.9 61.8 
2 UL ES ees 86.3 83.6 86.3 84.6 83.6 103.2 56.6 
12 Automobile Accessories ....... 81.7 79.7 81.7 79.7 81.0 104.4 78.0 
16 eS eee err 16.4 72.9 16.3 72.9 76.4 104.0 66.7 
3 EME is ca aieean unease ses kees 83.6 82.0 88.6 82.4 82.0 108.6 69.2 
3 Business Equipment .......... 110.5 108.5 108.9 110.5H 108.5 109.3 82.2 
5 Chemicals and Dyes.......... 112.3 107.3 110.8 112.3H 107.3 111.5 92.0 
9 Construction & Building Mat’l, 844 81.5 83.7 81.5 84.4 101.4 71.0 
3 SURMEREMED + assis au iiieo> sie noes e 100.1 98.1 98.6 98.1 100.1 110.8 85.7 
10 ee Ere ee rie 118.7 117.9 117.9 118.7 118.7 122.9 91.6 
2 Dairy Products ............... 80.0 79.8 79.8 79.8 80.0 (Begun 1927) 
4 Department Stores ..........- 73.7 71.3 72.0 71.3 73.7 101.0 67.6 
4 Drugs and Toilet Articles..... 155.0 152.4 152.4 155.0 152.5 159.1 100.0 
| Electric Apparatus ........... 96.1 94,1 95.4 94.1 96.1 105.2 86.8 
8 Foods and Beverages.......... 717.5 76.2 77.5 76.2 76.9 101.2 172.3 
3 SE nei eri 94.7 91.6 947 92.2 91.6 121.0 80.7 
2 CREME. coe S20(swise seine sh 3 . 82.6 69.8 82.6 76.9 69.8 102.4 68.6 
2 ME MESINON Susser sss uals 88.0 84.9 86.1 84.9 88.0 101.6 75.0 
5 errr ero 87.6 79.6 87.6 86.2 79.6 110.8 73.0 
2 BEANE ROMIDE 6.55. 6.0.5 50:50:50 74.8 72.0 74.8 72.0 74.4 102.6 69.6 
5 EMER ora Giserchcaebesnaaees 89.0 81.9 85.5 89.0 81.9 105.7 78,1 
7 Miscellaneous ............+..- 97.7 95.7 97.7 95.7 96.0 (No record) 
3 Paper and Publishing......... 154.5 150.4 154.5 153.0 150.4 187.8 75.5 
35 IN ise. cisa'n'e' ce ~ snes 100.5 95.3 96.8 100.5 95.3 102.3 85.2 
11 Pablo WUMUOR: onc ccsseess 97.9 96.3 97.9 96.4 96.3 102.0 82.4 
1 MRED less paises sco slss%ss5s-< 123.6 117.9 119.0 117.9 123.6 139.5 78.8 
8 Railroad Equipment .......... 101.4 100.3 100.3 100.4 101.4 103.3 84.8 
1 REE NNN | ccs a cise ois stein 95.1 94.4 94.9 95.1 94.4 102.8 74.3 
5 URRNON, Cs 5.00s ose <uu esos 116.5 113.7 116.5 113.7 115.2 118.2 98.6 
6 ORE. io srs< saa. > see sneoseeee 70.4 64.4 70.4 69.1 64.4 114.3 59.8 
13 |. WOM ASS PS asncriacrrrtacr: 86.4 83.9 85.0 86.4 83.9 100.6 78.8 
4 | ey eee rer 112.7 111.0 112.7 111.0 112.0 116.1 92.5 
2 BER. oo is bine a aaeeees sas ema 179.8 166.1 175.0 179.8H 166.1 170.0 100.0 
2 NURS 555 Oo sons px sounea ae 108.1 104.6 108.1H 106.7 104.6 105.6 97.3 
3 MORUHOBR 20.2222 o ser ewecncesee 92.5 87.8 90.8 87.8 92.5 104.6 57.7 
9 CED so ks sess aN Ran hee ... 149.0 147.8 149,0H 148.1 147.8 148.3 94.5 
5 BOMEMNUE ocsk sce se use en scauus 127.5 126.2 126.4 126.2 127.5 136.9 94.0 
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(An unweighted Average of weekly closing prices, specially designed for investors. The 
1927 Index includes 264 issues, distributed among 37 leading industries; and covers about 
90% of the total transactions in all Common Stocks listed on the New York Stock Exchange. 
It is compensated for stock dividends, rights and assessments; and reflects all important 
price movements with a high degree of accuracy. Our method of making annual revisions 
in the list of stocks included renders it possible to keep the Index abreast with evolutionary 
changes in the market, without impairing its continuity or introducing cumulative inaccuracies.) 
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ANSWERS TO INQUIRIES 
(Continued from page 645) 








gin. The stock, while hardly to be re- 
garded as an opportunity, is attractive 
in the light of long range possibilities, 
and is well worth retaining. 


CUBA CANE SUGAR CORP. 


Please give me your views as to the possibility 
recovering my investment in Cuba Cane Sugar. 
have held 40 shares of the stock a number of 
cars which I bought at around 45. I am _think- 
of averaging down my cost.—H. E, S., 

t Louis, Mo. 

At first sight the Cuba Cane Sugar 
situation seems discouraging but a 
loser scrutiny reveals cause for some 
optimism. On top of a bad 1925 year 
‘he company earned only a small part 
of its interest charges in 1926, but due 
to the conservative policy followed in 
more prosperous years its financial 
position was strengthened to an extent 
that no serious impairment resulted 
from the late period of leanness. As 
late as September 30, 1926, net current 
assets amounted to 25.77 millions, com- 
pared with current liabilities of 11.38 
millions, leaving more than 14 millions 
of working capital. It is too much to 
say that Cuba Cane’s troubles are all 
behind it but a decided improvement 
certainly seems in prospect. With 
Cuban raws selling at 3.25, this com- 
pany should show large operating prof- 
its which will enable it to cut down its 
funded debt and otherwise strengthen 
its position. In view of these develop- 
ments we feel that the long range out- 
look is favorable to a degree that you 
would be warranted in averaging down 
your holdings. 


4M. WATERWORKS & ELECTRIC 


You would oblige me very much by advising 
me vegarding American Waterworks common 
stock. I made my original purchase of this 
stock about five years ago and as the expression 
is, “I am sitting pretty,’ my stock having cost 
me 11%. This was the old stock. Recently I 
iave considered selling my heldings, thinking on 
he theory that the stock has discounted the best 
that the company can hope to do. 

You will find many to take exception 
to your contention that American 
Water Works & Electric stock has dis- 
counted the best that the company can 
hope to do, but after a careful examina- 
tion into the situation we are inclined 
to agree that actual results to date and 
visible prospects for the future are now 
well represented marketwise. Our con- 
clusion is reached after giving due 
consideration to the fact that consoli- 
lated net income for the 12 months 
ended November 30, 1926, equal to $5.12 
a share on 647,918 common shares reg- 
istered a considerable increase over the 
$3.94 a share on 577,496 shares in the 
preceding 12 months. Considering the 
nature of this enterprise, its capable 
management and the fast growing com- 
munities served, it is reasonable to ex- 
pect that earnings will show steady, 
natural expansion from year to year, 
but in the light of existing circum- 
stances it would not appear that an 
outstanding profit opportunity presents 
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Join Roxy and His 5,000 Partners! 


The 7 Reasons for Investment 


I. GOOD SECURITY: Tangible prop- 
erty back of Class “A” stock exceeds by 
20% the cost of the shares. Estimated 
yearly net earnings amount to $2,100,000, or 
over 414 times Class “A” preferred dividend 
requirements. Strong provisions - safeguard 
against issues prior to or on a parity with 
“A” stock. 


II. HIGH YIELD: Class “A” shares are 
entitled to cumulative preferred cash divi- 
dends of $3.50 per share yearly and partici- 
pating dividends with common stock of an 
additional $1 per share. Dividends of $4.00 
per share have already accumulated. Class 
“‘A”’ shares yield at cost price 10% 
yearly in preferred cash dividends, 
and participating dividends may in- 
crease this yield substantially. Divi- 
dends on common stock given as bonus may 
further increase this yield. Estimated earn- 
ings indicate about $4.00 per share available 
yearly for dividends on common. 


Ill. EARLY APPRECIATION: The 
theatre reaches its full earning power imme- 
diately upon its opening, scheduled for Feb- 
ruary. Increase of market value of Roxy 
stock should be great at this time. Moreover, 
15% of net earnings after preferred divi- 
dends must be used to retire Class “A” stock, 
which is not callable for less than $50 per 
share. 


IV. READY MARKETABILITY: Roxy 
Theatre stocks are widely distributed among 
over 5,000 investors. The corporation has 
agreed to make application in due course to 
list the shares on the New York Curb 
Market. The shares have already a real 
market. 


V. ABLE MANAGEMENT: Roxy’s finan- 
cial and artistic successes while directinz the 


Send Coupon for 
Illustrated Booklet 


Bennett, Bolster & Coghill 


+ nae oxnnas 
New York, City, 


This information, while not guaranteed, 
is received from reliable sources, 


Strand, Rivoli, Rialto and Capitol are a 
matter of record. At his own theatre he has 
fullest scope for his genius as the leading 
motion picture showman of the country. 
Associated with him are experienced and re- 
sourceful men. 


VI. STABILITY OF THE INDUSTRY: 
The motion picture business is a billion dollar 
industry. The flow of cash into the box 
office of a “first run” house is steady, re- 
gardless of trade cycles. The capacity of 
“first run” houses in New York is in- 
adequate. 


VII. LOCATION AND UNUSUAL FEA- 
TURES: The Theatre is in the heart of 
the Times Square Theatrical District and yet 
removed from the traffic congestion of Times 
Square proper. The size is larger and the 
design superior. Over 6,000 patrons may be 
seated and every facility is provided for 
comfort and safety. Architectural beauty 
and perfection of appointments are unsur- 
passed. The rotunda accommodates 3,000. 
awaiting admission. The pipe organ has 
three consoles operated by three organists, 
allowing a range of musical production never 
before attempted. The orchestra pit may 
be raised and lowered at will. The stage 
is divided laterally into sections so that one 
act may fade in and another fades out 
simultaneously. The stage has three terraces 
so that chorus, ballet and screen may all be 
shown at once. Special lighting equipment 
and projecting and screening machinery are 
revolutionary, making figures on the screen 
stand out in relief and eliminating necessity 
of darkening the theatre. A broadcasting 
room is built under the stage, completely 
equipped, and Roxy and his “Gang” will be 
on the air with “hook-ups” to the whole 
National Broadcasting chain. 


een nna] 


| Bennett, Bolster & Coghill, Inc. | 
7 Wall St., Dept. M.W.-29 
New York City 
Please send me, without obligation, new booklet 


giving complete information about Roxy’ Ss new 
Theatre and Roxy Theatres Corp. securities. 








Specializing in the Underwriting and 
Distribution of Securities of 


Electric 
Power and Light 
Companies 


Securities of these Public Utility companies, long popular, are 
becoming increasingly so, largely because of the rapid growth 
in earnings, the non-competitive nature of the business and the 
fact that it is operated on a cash basis and without large inven- 
tories. Another important factor is the essential service ren- 
dered by the industry and the ever growing demand for 
electricity for industrial and domestic purposes. 


For a number of years we have been actively identified with 
the financing of many important Electric Power and Light 
companies and have made a close study of the securities in this 
industry. In this connection we offer the experience and 
facilities of our organization. 

We have prepared a review of the Electric Power and Light 
industry setting forth its past progress and indicating the 
possibilities of future growth. Copies are available upon request. 


PYNCHON & CO. 


Members New York Stock Exchange 
111 Broadway, New York 


CHICAGO MILWAUKEE LONDON LIVERPOOL 




















We _ invite correspondence 
in regard to any Stocks or 
Bonds, listed or _ unlisted 


Paine, Webber & Company 


ESTABLISHED 1880 


Investment Securities 


New York Stock Exchange Detroit Stock Exchange 

New York Cotton Exchange Chicago Board of Trade 

Boston Stock Exchange Chicago Stock Exchange 
Hartford Stock Exchange 


62 Devonshire Street 25 Broad Street The Rookery 
2nd Floor 18th Floor 2nd Floor 


Boston New York Chicago 


itself. We feel you would be justified 
in accepting your profit. The invest- 
ment of the proceeds in Loew’s, Inc., 
should work out to your advantage. 


MONTGOMERY-WARD 


What can you tell me about Montgomery- 
Ward’s prospects? My broker tells me he heara 
the company is going to merge with Sears Roebuck. 
I have been a stockholder since early in 1924, 
my holdings having cost me $24 a share. Do yo 
think the company can _ continue to pay th 
dividend?—E. M. T., Chicago, IIl. 

A great deal of interest has been 
stirred in financial circles through th« 
persistence of rumors (denied by offi- 
cials of Montgomery-Ward) that th« 
two largest mail order houses of this 
country are working upon a plan of 
consolidation. In the absence of offi- 
cial statements in substantiation on: 
can only conjecture, but the probable 
benefits to accrue through such an 
alliance are manifest. The elimination 
of competition alone would justify such 
action. However, as matters stand to- 
day, the likelihood of such transpiring 
seems remote and has not much weight 
as a market factor. Viewed on its 
merits alone we find Montgomery-Ward 
strongly entrenched both financially 
and tradewise, having just closed the 
most successful year in its history with 
a volume of. business transacted ap- 
proximating 200 millions. The com- 
pany has expanded its sales facilities 
to an extent that even this huge total 
promises to be eclipsed in the ensuing 
season. Earnings of $6.25 a share on 
the common for 1926 reflected éxpenses 
incidental to the expanding of sales 
facilities, but in view of the opti- 
mistic outlook and the _ seeming 
security of dividend payments the 
stock, while speculative, is not un- 
attractive in its class and seems suffi- 
ciently promising to hold awhile. 


WESTINGHOUSE ELECTRIC 


I would appreciate whatever you can tell me 
about Westinghouse Electric. I bought the stock 
a little over two years ago around current prices 
and of course have a very satisfactory dividend 
yield but I cannot say that the market action 
of the stock has met my expectations.—M. A. W., 
Philadelphia, Pa. 

The market course of Westinghouse 
stock has been singularly free from 
those abortive movements which have 
characterized the career of its fellows 
on the “Big Board,” but a survey into 
the situation surrounding the company 
reveals sound values behind the shares. 
In the first place the financial position 
is well nigh impregnable, mid-year re- 
ports placing current assets at 135.37 
millions, against current liabilities of 
20.85 millions, leaving working capital 
of approximately 115 millions. The 
company then had no bank loans out- 
standing and had cash and government 
securities in excess of 14.5 millions. In 
the absencé of an official statement 
earnings can only be estimated but 
they should show a gratifying increase 
over those of 1925, when net was equal 


90 State Street MILWAUKEE 94 Michigan Street 
Penobscot Building MINNEAPOLIS....McKnight Building 
Torrey Building PHILADELPHIA..303 Frank. Tr. Bldg. 
Gr’d Rap. Savgs. Bk. PROVIDENCE....Hospital Trust Bldg. - 
36 Pearl Street ST. PAUL Pioneer Building 

69 Sheldon Street WORCESTER 314 Main Street 


to $5.95 a share on the combined com- 
mon and preferred. Westinghouse en- 
ters 1927 with about 50 milliens pf 
bookings, indicating pr«fitable opera- 
tions well into the first quarter. The 
common stock at present prices yields 
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a fair return and over a reasonable 
period of time should sell higher. We 
suggest holding. 


MACK TRUCK, INC. 





I have had several op, unities to take @ very — 


g od profit in Mack Trucks but each time I 
ive been talked out of it by some of my friends. 
have 100 shares which cost me 87 three or 

ur years ago and I received a stock dividend of 

) per cent so that I now have 150 shares which 
"_may figure at an average cost of about $60. 
> you think I would do well to get out of the 

ick at around present prices? If not, will you 

il me what you base your opinion mit. J: a 

Paul, Minn. 

Mack Truck, in common with most 
iotor truck manufacturers, operated 
n a highly profitable basis during 
925, but 1926 results were not of the 
ame high order. Net for the first 
ine months of 1926 was equal to $9.02 

share on 713,434 common shares, 
ompared with $18.88 a share on 339,- 
30 shares outstanding in the third 

uarter of 1925. This in itself was a 
air showing but it is significant to 
ote that only $1.78 a share was earned 
n the third quarter against $4.48 a 
hare on 611,515 shares in that immedi- 
itely preceding. Obviously, unless a 
iecided improvement is shown in 
months to come, Mack will experience 
some difficulty in covering its 1927 
lividend requirements. Unfortunately, 
the outlook, far from promising such 
in improvement, seems to indicate keen 
competition with a lower volume of 
profit. In view of these circumstances 
it is apparent that Mack has passed 
its peak of prosperity and that no 
sound reason exists upon which to base 
the expectation of higher prices in the 
stock market. Hence, the logical 
course open to you is to accept that 
part of your profit yet remaining. 





AMERICAN SUGAR REFINING 


Would you advise me to take my profits on 
{merican Sugar? I bought the stock in 1924, 
caying 43 for the 20 shares I own. I have just 
ibout 100 per cent profit which will figure out 
tbout 30 per cent a year for the time I have 
held it. Does the company’s outlook justify any 
higher price for the stock?—E, A. R., Minneap- 
lis, Minn, 

The situation surrounding American 
Sugar Refining has undergone con- 
siderable improvement in the past few 
months reflecting much better trade 
conditions. An increase in the demand 
for sugar, as well as a somewhat 
diminished supply, affected an advance 
in the price of the staple. As a refiner, 
American Sugar was one of the first 
to feel the benefit of the advance, but 
it is interesting to note that raws have 
now reached a price where substantial 
profits are permitted at the producing 
end. As you probably know, American 
Sugar has a 30 million investment in 
Cuba. Finances are sound, the latest 
balance sheet revealing a ratio of cur- 
rent assets to current liabilities of 
more than 10 to 1. The company has 
no bank loans outstanding, and has 28 
millions of cash and 22.3 millions of 
loans receivable. An official statement 
covering 1926 earnings is not as yet 
available, but we estimate that some- 
thing like $6 a share will have been 
earned on the common. Considering 
the remarkable come-back of the com- 
pany in the last few years, and the 
ontimistic svresr outlook, we feel that 
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Collateral Trustee Shares 
of the 





NEW ENGLAND 
INVESTMENT TRUST, INC. 


(Federal National Bank of Boston—Trustee) 


are offered by investment bankers in 


43 cities , 
throughout the United States and Canada. 


saiaisiahiamedsiiedeat 


Secured by listed stocks of 80 leading 
American corporations. 


Dividends in 1926 over 


8% 


on the present selling price. 


Write for Circular M W 


NEW ENGLAND INVESTMENT 
TRUST, INC. 
19 WEST 44th STREET 
New York 


Springfield 





z Boston 
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E extend the facilities of our organization to those 
“desiring information or reports on companies with 
which we are identified. 


Electric Bond and Share Company 


(Incorporated in 1905) 
Paid-up Capital and Surplus, $85,000,000 


71 Broadway New York 












































International Securities Trust of America 
A MASSACHUSETTS TRUST 


Resources over $20,000,000 


HE resources of this investment trust 

consist of more than 500 investments 
made, after careful analysis, in the leading 
markets of the world and constantly watched 
by regional experts. The shares of Interna- 
tional Securities Trust of America are offered 
in Units of one 6% Cumulative Preferred 
Share and one Common Share of no par value. 


For price, address 


American Founders Trust 
A MASSACHUSETTS TRUST 
First National Bldg. 50 Pine Street 
Boston New York 






































J. S. BACHE & CO. 


Established 1892 


MEMBERS New York Stock Exchange, Chicago Board of Trade, New York 
Cotton Exchange, and other leading exchanges 





COTTON 
RUBBER 


BONDS : GRAIN ss: 
SUGAR : COCOA : 
FOREIGN EXCHANGE: 


STOCKS 
COFFEE =: 





Albany Schenectady Troy Syracuse Rochester Watertown 
New Haven Toledo 

Hillsboro Houston 
Omaha ‘Tulsa 


Branches: 
Utica Buffalo Boston 
Philadelphia Atlantic City 

Paris San Antonio Taylor Temple 


Worcester 
Detroit Ft. Worth 
Kansas City 


Correspondents in other principal cities 


New York Office - 42 Broadway 
Chicago Office, 231 So. La Salle Street 





“THE BACHE REVIEW,” published weekly, sent on application. 

Readers of the Review are invited to avail themselves of our facilities for 

information and advice on stocks and bonds, and their inquiries will receive 

our careful attention, without obligation to the correspondent. In writing, 
please mention, The Bache Review 


A Weekly Commodity Review is also issued and will be sent on application 























it would be well for you to retain your 
stock nothwithstanding its large ad- 
vance over your purchase price. 


NATIONAL CITY BANK 


I hold 20 shares of National City Bank for 
which I paid 420 several years ago. I have 
subscribed for the 10 additional shares whic} 
will cost me $200. Do you think. that this wa 
the correct thing for me to do? The only in 
formation I have about the bank is contained 
in the statements which are issued but I mus 
confess that I am not particularly good at inter 
preting them. 

National City Bank is  unusuall) 
efficient, in addition to being the larg. 
est bank on this continent. For ex 
ample, its deposits increased by 9.98% 
in 1926, apart from acquisitions, a 
a time when bank deposits in Nev. 
York City showed a much smalle: 
growth. This increase of deposits re 
sulted in a gain by 170% in ne‘ 
earnings. The bank reports ever) 
branch in Manhattan and Bronx a 
being profitable, as well as every for 
eign office. During the past year 
National City continued to acquire for 
eign branches of the Internationa 
Banking Corporation, its subsidiary 
International Banking Corporation, 
Banque de la Republique d’Haiti, and 
National City Bank (France) S. A. 
also showed excellent profits. National 
City Company showed declining earn- 
ings, but these were slight, and the 
year was the second most profitable in 
its history. Certainly with earnings 
having increased from 13.9 millions in 
1925 to 15.8 millions in 1926, National 
City has manifested real growth. Its 
acquisition of People’s Trust, for whose 
good-will it paid 5 millions out of un- 
divided profits account, appears to have 
been justified. National City Bank has 
present resources of 1,394 millions. 
Recent capital stock increase is for the 
purpose of increasing capital of 
National City Bank by 12.5 millions, 
and capital and surplus of National 
City Company by 12.5 millions. It ap- 
pears reasonable that the earnings 
upon this additional 25 millions should 
be, at the least, equal to one-half rate of 
the earnings upon the 116 millions in 
present capital, surplus and undivided 
profits. On this basis the 25 millions 
should earn 6.8% at the least. Should 
it earn at the same rate as in 1926 
(which seems most probable) then 
13.6% is indicated. The fact that 
National City Bank is constantly ex- 
panding naturally, and without reckon- 
ing mergers makes it more than prob- 
able that 15% will be earned upon 
your additional investment, in the first 
year. In comparison with the basis 
upon which far less secure investments 
are today selling, the price of $200 
should be construed as quite attractive. 





Correction 


In the oil tables on page 525 of the 
last issue, earnings of Pan-American 
Petroleum & Transport were errone- 
ously given as $4.15 for 9 months. The 
correct figure is $5.57 for 6 months 
after all charges. 

The figure $6.55 for Phillips Petro- 
leum is after instead of before depre- 
ciation and depletion as stated in the 
tabie. 
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PUBLIC’S CHANGING TASTE 
REVOLUTIONIZES PRODUC- 
TION METHODS 


(Continued from page 605) 








tioning of such operations, then either 
the jobber comes back to his own, or 
the manufacturer must assume the 
function of the jobber in carrying 
stocks which he can offer to the re- 
tailer who wants his needs filled quickly 
and frequently. 

American industry is made of an 
economic chain, each link of which is 
integrally tied to every other. Single- 
ness in corporate ownership is not 
necessary to create the inter-depend- 
ence which exists between the wool on 
the sheep’s back, or the hide on the 
steer and the suit or pair of shoes Fs : 
sold to the ultimate consumer. It is = oo 
true that retailing methods must in- A p a r t m e n t f ; 
fluence millions of men and women and ST apeiron: a 


billions in capital engaged in processes \ 7 l . % 
antecedent to the final distribution of a u e 1 n 


consumer goods. ‘ 
New York City 


The Effect on Business Organization 


America is a monument to the suc- cA partments of 


cessful investment of time and capital 
in labor-saving devices, and the re- 
sults have been extraordinary. Never- 6 and 7 rooms 
theless, the motive force of machinery, 
of business and of profits is not elec- : 

tricity, steam or water power. It lies In this new fire- 
in the human judgment and energy rook el. tor de- 
which plans the machine and directs , P of evator de 
the mechanical appliances. tached apariment 


A study of the human forces re- “pipe : 
sponsible for financial success is sig- building from LIVING ROOM DINING ROOM {7 
15:0*20-0 14-1515-0 


nificant. It is important to note that 
a powerful trade association such as 
the National Retail Dry Goods Associ- $225.00 per month = = = 
ation felt that such questions, so far Typical 7-Room Plan 
from being academic, were at the heart 
of business problems. They occupied Restrictions which protect you as well as your invest- 
themselves with an elaborate inquiry ment, outdoor sports, such as tennis and golf, public 
into organization. and private schools and supervised playgrounds are 
No formula was established for or- all available at Jackson Heights. 
ganization. Previously developed sys- 
tems of organization, particularly the 
“efficiency” systems of Taylor, Emer- 
son and Gantt, that once had a great Other Garden Apartments of 3, 4, 5 9 
vogue especially among industrialists 6 and 7 rooms, are available at rentals 
are reversed. e determination of an ° 
appropriate form of organization in ranging from $90 to $225 a month. 
any given case can be reached only by 
oS ae a a New Exhibition Room for exhibit 
Instead of having a universal sys- of Garden Apartments and Homes in 
tem or organization which can be im- Jackson Heights at 14 E. 41st Street 
posed upon any institution, organiza- Telephoue Lest 2530 (G a Fi 
tion is made subject to the peculiarities a semen 


of the ends it serves. Having once THE QUEENSBORO CORPORATION 


determined that industrial organiza- 
tion is that relationship between the Take 5th Avenue Bus to JACKSON HEIGHTS OFFICE 
functions of the personnel in order to = 25th Ren 

effect the purpose of that particular in- , wag os -geoencl INTERBORO aut’? in 
stitution, a relationship is established x Office open daily until 8:20 P.M 

which ought to exist between these kata 

functions. The determination of these 
relationships is based upon a study of 
human psychology as it relates to in- 
dustrial activity. Six principles emerge 
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A Sure Return 
Rather Than 
A Speculative Profit 


Some people buy bonds, as they do stocks, to take advantage of 
their probable rise in price. Baird & Warner Bonds have no 
market among this class of bond buyers—their price is so nearly 
constant that their speculative factor is negligible. 


But Baird & Warner Bonds offer the careful investor what many 
good speculative bonds do not—a higher interest return with as 
great a factor of safety—and the safety of Baird & Warner Bonds 


has never been questioned. 


As you do not obligate yourself by writing, 
we suggest you let us know your requirements, 
so that we can send you our Investment Plan 
with authoritative information on bond issues, 
many of which may exactly meet your con- 
dition. Even if you are not ready to invest 
right now, it will be helpful to have such in- 
formation before you. 
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Why not have your dividends 
payable monthly? 


WHEN you invest your money in Cities Service common 
stock, your dividends are payable monthly—your check 
is mailed to reach you on the first of every month. 

Add this important factor of regular monthly dividends 
to your large return—about 814% at the present price— 
and it is apparent that Cities Service common is a good 


security to buy and keep. 


BRANCHES IN PRINCIPAL CITIES 


Please send me full information about Cities Service common stock. 


Name 
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as indicated at the bottom of page 604. 

It is in not fulfilling these six vital 
principles that the Ford idea of manu- 
facture finds an ultimate penalty in 
decline of market. For conceive the 
method. The human being, in a Ford- 
ized plant, has become less than a hu- 
man being. He is an automaton set 
to go through so many operations of a 
single task in a single day. He has 
no responsibility further than this. He 
is, in effect, nothing more to this sys- 
tem of production than the lifeless ma- 
terials it uses in manufacturing its 
product. 

The routinization of this scheme de- 
pends in entirety on successful stand- 
ardization of the desires of the public. 
But when the public becomes more 
highly individualized in its desires and 
more vocal in expressing them, as is the 
case today, the system of soulless 
standardization loses its real meaning 
and has a tendency to sink of its own 
weight. 

This the merchant knows to his cost 
who blindly persists in attempting to 
sell to a reluctant public a product 
losing in popularity. Here, the con- 
sumer properly refuses to do business 
and goes across the way to a more en- 
terprising merchant who, alive to the 
demand of the day, has already had 
the foresight to impress these demands 
on his manufacturer. The contrast is 
a vital one and represents the differ- 
ence between a successful and an un- 
successful business. 

The sluggish merchant finds that his 
inventories can not be moved with dis- 
patch. His shelves are loaded and his 
bills require payment. In the mean- 


, time, his manufacturer finds the same 


result. On the other hand, between the 
progressive merchant and manufac- 
turer is a steady exchange of goods 
and money, resulting in an increasing 
share of business to both. 

It is essential then that if mass pro- 
duction is to continue successful, it 
must also involve attention to quality 
and the changing desires of the public 
for this latter has become the greatest 
factor wh American: business today. In 
each plant, factory or store the organi- 
zation must become sensitized to 
meet the public demand. Under the 
application of these principles, there 
crystallizes, for each of the main divi- 
sional groups a “motif” or philosophy 
of job. The controller becomes the 
conservator of assets and profits, he is 
the skeptic in the councils of manage- 
ment, he measures sales-enthusiasm by 
previous records and possible losses. 
The publicity man represents the con- 
sumer: he guards good-will. The gen- 
eral manager must have time to dream 
out new policies, so that his institution 
may keep pace with the rapid march of 
American industry. One “must not fail 
to see the forest of economic change 
for the trees of administrative detail.” 

To conclude. Fordism, as a gospel 
of accelerated mass production is re- 
pudiated by its creation of inventories 
that cause depressions. Judicious 
obedience to consumption demand and 
capabilities is the root of prosperity. 
Manufacturing schedules should exist 


within the framework of consumer de- 
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mand. Consumer demand directly af- 
fects the retailer. His impetus carried 
backward to antecedent producers gives 
its character to industry. 

Forms of organization have been car- 
ried out most effectively among re- 
tailers, because of preponderance of the 
human factor. Principles of organiza- 
tion worked out for this trade are 
capable of wider application. In these 
principles of organization the mechani- 
cal and universal systems of efficiency 
are repudiated. These schemes had, 
heretofore, been correlated with un- 
direeted mass production. 

Thus, we have come upon a revolu- 
tionary doctrine in business manage- 
ment. *The situation is not theoretic. 
It is a living fact, influencing the entire 
trend of industry to an increasing de- 
sree from month to month. Those 
business men and manufacturers who 
prove that they are able to learn some- 
thing from this development will be in 
‘he race in the years to come. The 
thers, blind to change and obstinately 
nsistent on their own pet theories and 
fancies, will be hard put to it in the 
truggle for survival. 

To the investor, too, there is a gen- 

line meaning in this portentous de- 
elopment. It means that he will not 
are to invest in a company whose 
nanagement is not modern in its meth- 
ids of distribution and organization as 
vell as production. In these days of 
intense competition and _ intensified 
offort, there is no place for those busi- 
nesses which are behind the times. 
Just as the consumer has made known 
his demands and thus influenced the 
ntire trend of industry, so will the in- 
vestor show his discrimination by 
selecting the securities of the soundly, 
progressive companies and avoid those 
of companies showing a tendency to 
fall by the wayside. 


Note: The challenge to these hitherto domi- 
nant beliefs has been made by Paul M. Mazur 
f Lehman Brothers. Bankers, in his significant 
hook “Principles of Organization Applied to 
Modern Retailing” (New York, Harper & Broth- 
rs, 1927). It marks the first attempt of bank- 
ng and retailing to analyze co-operatively the 
‘yndamentals of present-day American business. 
Whatever the ultimate value of the contribution, 
none ean afford to ignore it. 
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Important Corporation Meetings 


Date of 
Specification Meeting 


Company 
Continental Insurance .......++++- Annual 2-1 
Fidelity-Phenix Fire Ins.......... Annual 2-1 
NPEER UE UIDs 0 0% cio s010'0 0G t as ei Directors 2-1 
Royal Baking Powder............. Annual 2-1 
Sterling Products ............s00% Annual 2-1 
Brooklyn Union Gas ............... Annual 2-3 
May Dept. Stores...........5.05 Directors 2-3 
Metro-Goldwyn Pictures ........ Directors 2-3 
PUREE, $058 85 0:950'52 ane de Dividend 2-7 
ACTER CEs are sSa siaie'scsic5's.<38 Com. Div. 2-8 
Central Illinois Light........... Directors 2-8 
pe ery peer Annual 2-8 
Southern California Gas.......... Annual 2-8 
VGEUMERIO OEY Goa uicewisa es cle se.5 sou Annual 2-8 
Western Union Telegraph....... Directors 2-8 
émerican Sugar Refining........ Dividend 2-9 
NaGOMAE TRMORIE cis ios ksi cecvee Annual 2-9 
Smms Petroleum .............. Directors 2-11 
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When Higher Yields 
Cost Too Much 


8 THE general level of interest rates rises or falls, the level 
A cf yields upon tend investments must rise or fall accord- 
ingly. Obviously, therefore, no investor can secure a higher 
rate of return upon bonds of a given type than the rate prevailing 
at the time without sacrificing essential elements of security. 


Just at present, when bond yields seem low in contrast with 
yields prevailing during the abnormal period following the war, 
scme investors are losing sight of this fundamental in their 
efforts to maintain income at previous levels. When a higher 
yicld is obtainable only through hazardous risk of principal, 
then this added income costs entirely too much. 


Tue National City Company always maintains a broad choice 
of issues adapted to varying requirements and offering rates of 
return consistent with character of security. Each issue has 
been thoroughly investigated and is recommended as a good 
investment in its class. Representatives at our various offices 
will gladly help you make a suitable selection. 


The National City Company 


Head Office: 55 Watt Street, New York 
Uptown Office: 42ND Street aT Mapison AVENUE 


Offices in more than 50 Cities in the United States and Canada. 
11,000 miles of private wires to serve you quickly and effectively. 





























We specialize in 


Union and United Tobacco 


Listed on N.Y. Curb 


Bamberger, Loeb & Co. 


42 Broadway, N. Y. C. 


Specialists in Tobacco and Associated Issues 
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DAVEGA: 
United Sport Shops 


ONE OF THE SMALLER DIVIDEND 

PAYING CHAIN STORE SYSTEMS 

WITH A BROAD FIELD FOR 
EXPANSION 


STOCK APPEARS TO BE SELLING OUT OF 
LINE WITH OTHER CHAIN STORE STOCKS 


Common stocks of chain store systems, well known 
generally to the investing public, command market 
prices ranging from 10 to 20 times the reported 
earnings—and an average of about 3% times the 
net tangible assets. 


The current market price on stock of DAVEGA, Inc., 
is only about 5 times reported estimated earnings for 
the fiscal year ending Feb. 28, 1927—and about 1% 
times net tangible assets. 


Circular on request 


C JESTER, Horn § (o.! 


60 BROADWAY a 
NEW YORK CITY 
































Special 
Winter Vacation Offer 


To News Stand Readers 


Have The Magazine of Wall Street 
follow you on your Southern Trip 


To keep you in close contact with the situation, we are mak- 
ing a special vacation offer of 4 issues of THE MAGAZINE 
OF WALL STREET for $1.00, to include the numbers of 
February 12, February 26, March 12 and March 26. Use 


the coupon. 
You cannot afford to lose touch with 
the world of investment and business. 


(Address may be changed to your regular home address by sending three 
weeks’ notice.) 


THE MAGAZINE OF WALL STREET, 
42 BROADWAY, NEW YORK CITY. 


I enclose $1.00. Send me the four issues beginning with Feb. 12, men- 
tioned in your Special Vacation Offer. My address for this period will be 


Address 


City 
Jan. 29-V 











HOW 850 BANKS FAILED IN A 
PERIOD OF CHEAP MONEY 


(Continued from page 610) 








story. It may still be asked what is 
the internal composition of the loans 
actually made. In other words, is the 
quality of the paper which does loan 
up to par? If not, how far is it below 
par? And if below par, does it follow 
that the country can absorb this defect, 
or that eventually it must pay for it? 

If it is true that eight billions in in- 
stallment paper is now being financed, 
and that this constitutes more than a 
fifth of all credit needed, we have a 
situation not at all comparable to bank- 
ing practise in the past. This eight 
billions in installment paper has as yet 
shown good quality. That is to say, 
it has been liquidated, not at a long 
maturity, but either weekly or monthly 
and like all serially reduced loans, has 
been self liquidating and satisfactory 
But it does not follow that because th« 
individual installment loans have beer 
satisfactory, that the increase in the 
aggregate of advances on such pape! 
has no elements of danger. 

The scope of the installment plan is 
tied up with the question of the possi- 
bility of over-extension. Sheer quan- 
tity of paper is not a defect. Install- 
ment paper, so long as it is serially 
liquidated and revolved, is not bad col- 
lateral. It is well known that the in- 
stallment buyer meets his obligations 
with reasonable promptness, and that 
requests for renewals and extensions 
are less than in ordinary commerce. 
Another important factor in neutral- 
izing any anticipated adverse effects of 
installment credits has been the rise of 
hand-to-mouth buying. This has re- 
duced the need for bank accommoda- 
tion to retailers and has provided funds 
for financing installment paper. On 
the other hand, in large manufacturing 
centres, where jobber and manufacturer 
hold the bag for the retailer, the banker 
has been helping them carry the bur- 
den. This contribution to installment 
buying, therefore, has not been as large 
as appears on first sight. 

The physical production of wealth in 
the United States was 25% greater 
than in 1919. It must be remembered 
that 1919 had been a boom year. This 
increase of 25% in physical production 
has been largely due to the automobile, 
whether directly or indirectly. The au 
tomobile is the mainstay of installment 
paper. The manner in which this 25% 
more wealth has been sold is indicated 
by installment sales being about 20% 
of all business in 1926. It was prob- 
ably no more than 5% of all business 
in 1919. Hence three-fifths of the gain 
in production has been merchandised 
by the installment plan. 

In connection with this figure, it 
must be noted that prior to 1914, it 
was estimated that the United States, 
with a greater rate of population in- 
crease, did not increase its physical 
productivity more than 3% per annum. 
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The more undeveloped machine indus- 
try is, the greater the rate of growth 
per annum. Hence with a more ma- 
ture machine system, and a much 
slower rate of population increase, 
gains of 3% per annum would be maxi- 
mal for our industrial system, were it 
not for the stimulation of industrial 
production by the installment plan. It 
is not too much to say that it has 
doubled the rate of growth in physical 
production. 

The stimulation of buying demand 
by this process is undeniable. Here 
rests its danger. If the normal rate 
of production gain has been pushed 
ahead two years in the last four years, 
the time must not be far away when 
the installment buyer will have reached 
the margin of his economic anticipa- 
tions and will slacken buying. If this 
is moderate, the great amount of paper 
will be self-liquidating, and we can 
earry through: if sudden, we will face 
a condition in which the Federal Re- 
serve System will be of little avail. 
Added to the chronic lack of prosperity 
of millions of our farmers, the ending 
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EVERY DOLLAR THAT HAS BECOME DUE ON FIRST MORTGAGE 
BUILDING BONDS SOLD BY US HAS BEEN PAID TO EVERY,.INVESTOR 





~ Now is the Time 
to Buy Real Estate 
Mortgage Bonds 
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NVEST your funds in first mortgage real 
estate bonds now while 6% to 612% in- 
terest rate is still obtainable. 


Building activity has been at a high level for 
the past few years, due to a building shortage. 
This has resulted in an unusual demand for 
of our lop-sided industrial prosperity : i ’ : st 4s 

dae lk ceshies ant ik tabla vs investors’ funds in first mortgage building 


cession in business. It is a race be- | bonds — hence high interest rates in this field. 
tween consumer let-down in buying and \ F : . 
liquidation of paper based on install- | Money is now abundant and interest yields 


ment sales. As yet indications favor : 
Ce Cl Gedadh windy, tat wach on conservative first mortgage bonds are 
easing off. 


indications are not decisive. 
Our Current Offerings of attractive first 
mortgage bonds.are definite opportunities 


to invest your money safely and to receive a 
liberal rate of interest. 
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Financing of It is a curious and 
Speculation instructive phase 


Excessive of our present 
banking situation 


that although the 

needs for commer- 
cial financing are less than our re- 
sources, the surplus funds have gone 
into financing stock exchange opera- 
tions. In other words, the lack of need \ 
for financing business has resulted in \ AMERICAN BOND & MORTGAGE Co 
optimism, and the optimism is expressed \ : 
by speculation in stocks. Brokers’ |W Capital and Surplus over $9,000,000 


loans are again increasing, and while : 
not at peak level, are larger than they 127 North Dearborn Street, Chicago 


might well be. There is no doubt that \N ae 
stricter regulatory action by the Fed- 345 Madison Avenue, New York . 


eral Reserve Banks could deflate them <Z 

very speedily. Fear of stock exchange R Philadelphia St. Louis AMERICAN Boston Washington 
recession must play a roéle in inducing k er” 

conservatism in this regard. But it re- Cleveland Detroit R 

mains true that any unfavorable turn \ Established 1904 AN OLD RESPONSIBLE HOUSE Teconninioadl 
in business causing increased demand 
for bank accommodation would equally 
draw money away from stock loans. 
Hence the market would be affected in 
two ways by the same phenomenon. It 
would lose the optimism derived from 
good trade, and the funds resulting 
from that good trade. We are probably We specialize in 
building for ourselves a more serious 


ree mc oe the issue than by . Beneficial loan Society 


It is urged that no‘such regulatory 

action would be advisable in view of Profit Sharing Bonds 
+ 6“ ”? 
pried et tendency” to lower These bonds have paid 9% on par or more for over nine years. 
y rates. It may seem strange to 

deny it, but the fact that there has Bought—Sold—Quoted 
been a decline in money rates simul- 
taneously in most countries is no proof DAVID R. MITCHELL 
that there is such a tendency. The Investment Securities 
French reduction is artificial, due to 20 Broad Street, New York 
state policy, the German artificial, due Hanover 0734-5-6 
to absence of functioning of severe pro- 
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What the 
FRENCH PLAN 
means to | 


You 


You may participate in the owner- 
ship and profits from the operation 
of any building constructed under 
the FRENCH PLAN by the invest- 
ment of any convenient amount— 


$100 to $100,000. 


The FRENCH 


PLAN gives you the following ad- 
vantages: 


1. 


SAFETY—Your investment is 
safeguarded by the entire net in- 
come from the operation of the 
property—not only for the pay- 
ment of interest—but until every 
dollar of your original investment 
has been repaid to you in full. 


Ya 


INCOM E—Your investment 
pays a cumulative 6% per annum. 


. 


RETURN OF CAPITAL— 
Your original investment is re- 
turned to you in ten equal retire- 
ments. Relatively; your invest- 
ment under the FRENCH PLAN 
is a short-term investment. 


4. 


PROFIT—After the repayment 
of the amount of your original 
investment—plus 6%—you receive 
50% of all net profits distributed 
from the property without one 
dollar of your original invest- 
ment ! 


SEND THE COUPON 


The Coupon below will bring you 
full details of _ the FRENCH 
PLAN, so that you can see what 
it should produce in income and 
profits on any portion of your in- 
vestment funds. Tear it out—now 
—and mail it TO-DAY! 


FRED. F. FRENCH 
INVESTING CO., INC. 


350 Madison Avenue 
New York, N. Y. 


‘sone SPECIAL COUPON-—~—=—; 


M.W.-3 { 
Fred F. French Investing Company, Inc. | 
350 Madison Avenue | 
New York, New York 
Send the 62-page book, “The Real Es- | 
tate Investment of the Future,” and | 
also include data so that I can see | 
what income and what profit should | 
be produced for me by the investment 
of any portion of my funds under the 
FRENCH PLAN. 


visions of the reparations policy, plus 
import of capital, the British is ‘due to 
total inability to loan at home during 
the strike. Regulatory action in the 
United States could be accomplished 
without fear of disturbing international 
transfers. Four of five individual tend- 
encies in individual countries may con- 
verge to one result. But a world-wide 
“tendency” could result only from in- 
terrelated action of the same factor 
everywhere. 

Hence it follows that we are still in 
a position to offset most of the nega- 
tive possibilities arising from defective 
rural banking, overstrained install- 
ment financing and excessive stock ex- 
change speculative loans. 





A TRUE PICTURE OF THE 
SOUTH AMERICAN OILS 


(Continued from page 639) 











lars in. New York. British Controlled 
Oil Fields with its vast holdings 
through South America and producing 
land in the Maracaibo sells around ten 
million dollars lower in London than 
Creole Syndicate in New York. | It is 
quite within the pale of reason to dis- 
cuss the potentialities of B. C. O.’s 
properties with that of International 
Petroleum notwithstanding a market 
valuation on the latter’s capital of 
something like 225 million dollars. 

In contrast to the facts discussed 
above there is the American valuation 
of South American oils, equally true in 
point of fact, but based rather on the 
promise of the future than on the diffi- 
culties of the past and present. In the 
United States where most of the 
petroleum products of the world are 
consumed, one is more directly con- 
fronted with the necessity of obtaining 
new world’s supplies. Mexico with its 
declining production and inferior qual- 
ity of oil plus an impossible political 
situation is not to be depended upon 
for this needed future supply. For- 
getting for the moment the operating 
difficulties in Venezuela (and _ the 
American temperament permits only a 
limited stress on mere physical ob- 
stacles) there is an imposing rostrum 
of factors in its favor as the next great 
oil producing country. 

Transportation costs from the La 
Rosa Field (on the east shore of Lake 
Maracaibo) to New York are lower 
than from Mexico or California, in- 
cluding in the former cost the expense 
of shipment over the lake in lake 
tankers and the transfer to ocean-going 
tankers. The pipe line shipment cost 
from the Mid-continent field to the 
Atlantic seaboard is approximately $1 
a barrel as compared with the ship- 
ment cost of around 35 cents a barrel 
from Venezuela to New York. 

Venezuela has explicit petroleum 
laws embodied in the constitution of 
the country and they are intelligently 
administered by a friendly government. 
Land taxes are not excessive and the 
government concessions carry with 
them a low royalty in some instances 
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Investments 
How Corporation Bonds 
are issued and how every 
possible safeguard is 
thrown around them for 
the protection of the in- 
vesting public is interest- 
ingly told in our booklet, 


“Bonds of American 
Industries.” 


We would like to send everyinvestor 
a copy, free. 


Ask for AT-2454 


AC.ALLYN*> COMPANY 


IN. ORPORATED 
67 West Monroe Street, Chicago 


New York Philadelphia Milwaukee 
Boston San Francisco Minneapolis 





nr | 
Bonner, Broous & Co. 
| 











Investment 


Bonds 


Our Statistical Department 
will be glad to analyze 
your present holdings 
or contemplated purchases. 


120 Broadway 
New York 


London Boston 
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You Can Buy Good Securities 


| In Small or Large Lots on 


PARTIAL PAYMENTS 


Ask for Booklet MW-6 which explains our plan and term: 


Odd Lots of Stocks bought outright for 
cash or carried on conservative margin 


James M. Leopold & Co. 


Members New York Stock Exchange 





Established 1884 


NEW YORK 




















and in other instances are entirely free 
from royalties. The present govern- 
ment is now very strong and the coun- 
try is well policed wherever possible. 
Venezuela has about 2.5 million popula- 
tion of generally prosperous and peace- 
ful people as compared with Mexico’s 
13.5 million population, much of which 
is a lower class. 

Venezuela’s oil possibilities are tre- 
mendous. In a few years production 
has grown to about 40 million barrels 
a year and could easily be doubled next 
year if facilities for shipment can be 
provided and the market can absorb 
the supply. The oil ranges from 20 
to as high as 40 degrees Baumé, com- 
paring very favorably with Mexican 
oil as far as quality is concerned. 
There are eleven proven fields at the 
moment, five along the shores of Lake 
Maracaibo, two a few miles inland 
west of the lake, one in the state of 
Falcon to the east of the lake and two 
in the Barco Concession and Colon De- 
velopment Co. acreage southwest of 
the Lake. 

Americans, who see such things as 
“town lot” drilling going on right at 
their very door steps, have perhaps a 
better conception of the waste and in- 
efficiency from the competitive drilling 
on their domestic fields than foreign 
investors who view oil conservation 
from a more academic point of view. 
When one realizes the operating effi- 
ciency possible from a field of several 
hundred acres when under unified con- 
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trol, it is not difficult to appreciate the 
desirability from an operating stand- 
point for one company to control hun- 
dreds of thousands of acres in one 
block. In International Petroleum’s 
Colombian field, for example, where 
the only consideration was to develop 
the land as efficiently as possible with 
no regard for competitive drilling or 
offsetting, a new record was established 
in the drilling of 80 wells—all pro- 
ducers without one dry hole. 

Loéking quite a few years ahead, 
American capitalists see a number of 
prolific oil fields in Venezuela, efficient- 
ly developed and well equipped, supply- 
ing the United States and the rest of 
the world with crude oil as the domestic 
production in the States falls off and 
world demand continues to increase. 
They see an oil country, free from the 
fly-by-night operator, who when multi- 
plied by thousands like himself have a 
way of flooding the markets at crucial 
times and breaking the price structure 
of the world’s petroleum markets. They 
see instead, orderly operations, the co- 
operation of a strong and friendly gov- 
ernment, large and sure profits with 
the world coming to their doors for its 
essential petroleum supplies in the face 
of a restricted output. This is the 
background of the American investor 
in South American oils, paying a high 
price as far as actual values of the 
moment are concerned, to put away his 
shares for the leng pull and a poten- 
tial profit for the future. 


Important Dividend Announcements 

Note—To obtain a dividend directly 
from the company the stockholder 
must have his tock transferred to his 
name before the date of the closing of 
the company’s books. 


Stock 
Record 


Amount 
Declared 


Ann’! 
Rate 


$2 Amer. Can cm 3 
7% Am. Wat. Wks. pf..1%4% 
$1.60 Am, Wat. Wks, cm..$0.40 
.. Am. Wat, Wks. cm..24%2% 
$10 Burns Bros. ‘‘A’’....$2.50 
$2 Burns Bros, ‘‘B’’ 
$5 Cont’l Can cm.......$1.25 
.. Burroughs Add, M..33144% 
$7 General Cigar pf....$1.75 
$4 Gillette Safety Raz..$1.00 
.. Gillette Saf. Raz..$0.12%% 
6% Hud. & Man. pf.....24%2% 
$3 Ingersoll-Rand cm... .$0.75 
$2 Int’l Paper cm 
$144 Miami Copper. 
$4 Montgom.-Ward cm. .$1,00 
$7 Nat'l Biscuit pf.....$1.75 
$2.40 Packard Motor.......$0.20 
$2 Prairie Oil & Gas... 
$6 Pullman Co. ........ $2.00 
$4 Repub. Ir. & St’l cm.$1.00 
.. Reynolds Tobacco... ..25% 
$8 Sinclair Oil pf.... 
$2 Skelly Oil” 
$3 Vanadium 
7% West Penn El. pf. 14% 
$5 Woolworth cm. ..... $1.25 
$3 Wrigley, Wm 
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We will be glad to recommend to you a@ 
reliable Building & Loan Association in any 
part of the United States. This service is gratis 
as we recognize the importance of having our 
readers deal with reliable associations. 
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Cotton 


Selling near cost 
of production. 


Will history repeat 
itself ? 


Review sent on request 


Wane Bros. & Co. 


MEMBERS 
New Vork Stock Exchange 
New York Colion Exchange 
New York Coffee and Sugar Exchange 
ew York Produce l:xchange 
Chicago Board of Trade 
Associate Members N.Y.Curb Market 
Rubber Exchange of N.Y., Inc. 


60 Beaver St., New York, N.Y. 
Telephone Bowling Green 4242 

















SHORT TERM 
8% BONDS 


Maturities—2 to 8 years; 


Security— First Mortgages on new, 
income-producing buildings; _ first 
lien on income; monthly advance 
payments on interest and principal 
collected from the borrower by 
trustee; 

Trustee: Trust Company of Flori- 
da operating under state banking 
supervision; 

Record: No loss to any ineestor 
since this business was founded in 
1909. 


Free Booklet: Mailed on request. 
First Mortgage Bonds at 8% 
$100 Bonds, $500 Bonds, $1000 Bonds 
Partial Payments Arranged 


Write to 


y 
‘TRust CoMPANY or FLORIDA 
P. Surplus *§00.000 


aid-in Capital and 


MIAMI, FLORIDA 











KANE, BROOKS & Co. 
Investments 


7 WALL ST. NEW YORK 
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THE BUSINESS WOMAN BUILDS 
HER OLD AGE INCOME 


(Continued from page 644) 





LOW COUPON RATE BONDS IN 
FAVORED POSITION 


(Continued from page 622) 














individual needs. Endowments usually 
are issued with maturity dates in mul- 
tiples of five years, but if there is a 
special period in which it is desired to 
have the proceeds paid, most companies 
are willing to write the Endowment 
Policy to meet the special case. For 
example, in the case of a woman 
thirty-eight years of age who wishes 
the proceeds of her Endowment Policy 
to be paid to her at age 55, a 17-Year 
Endowment Policy would meet her re- 
quirements. 

Especially interesting to the business 
woman is the inclusion in her life in- 
surance policy of the Disability 
Benefit. This Disability Benefit pro- 
vides that in event of the insured be- 
coming totally and permanently dis- 
abled, and unable to pursue a gainful 
occupation, the premiums thereafter on 
the policy are waived and the insured 
will enter on a monthly income equal 
to one per cent of the face amount of 
the policy ($50 per month in the case 
of a policy for $5,000). This Disa- 
bility Benefit will be granted up to 
age 60 (age 65 in some companies) ; 
but when granted and operative prior 
to age sixty, the benefit continues 
thereafter so long as the total and 
permanent disability obtains.  Irre- 
spective of the waiving of premiums 
and the payment of income to the in- 
sured in event of total disability, the 
full face value of the policy will be 
paid to the beneficiary in event of the 
death of the insured. This is indeed 
full and complete coverage. 

The average woman dependent on an 
income from business or profession 
would work with freer mind and higher 
courage if assured of a modest com- 
petence when her earning power and 
ceased. The years of physical vigor 
can usually be assumed to take care of 
themselves, but it is the thought of 
old age when the earning power is 
practically nil that grips the imagina- 
tion of the thoughtful wage earner of 
today. 

The Deferred Annuity answers this 
problem because it assures at a very 
modest annual cost an old age annuity 
for life. Under this contract there is 
no protection for a beneficiary, the 
benefit being simply to guarantee a 
life income to the insured at a specified 
age—50, 55, 60 or 65. The contract 
may be written without return of 
premiums in case of the purchaser’s 
death before the annuity becomes paya- 
ble, or—at a somewhat higher premium 
cost—with return of all premiums to 
the estate in event of death occurring 
before the annuity age commences. No 
medical examination is required in 
applying for the Deferred Annuity. 
Such annuities may be paid for 
in a single sum, or on the basis of 
annual premiums until the income pay- 
ments are operative. 


say, 4.10%, the low coupon rate bonds 
ought to shoot up rapidly. 

The possibilities of a reduction in 
the rate of interest have never been 
completely understood in this country. 
In most parts of the United States 
local custom fixes the ordinary lending 
rate at 6% or upwards. Even at the 
worst, in 1895, when interest rates 
were very low, a rate of 4% has been 
sustained. But we have now reached 
economic maturity, and the saturation 
of capital seeking investment is begin- 
ning to be felt. America was never in 
this position before. We were formerly 
a borrower nation and a borrower pays 
high if he must. .We are now a lend- 
ing nation. So long as Europe bor- 
rows from us at the rate of a billion 
a year, the rate of interest will be 
somewhat sustained. Once European 
demand slows down, the saturation of 
capital here may rival that of London 
thirty years ago. Prime investments 
will sell down to less than 3%, and 2% 
be the rate for call money for long 
periods. In an old’ and stable country 
this is not a mere temporary phenome- 
non. France is famous as a country 
which experienced very few changes 
from a minimal discount rate for over 
forty years before the war. 

With this fact before us speculation 
may well transfer its center to bonds. 
Among bonds the center of attention 
will be low coupon rate issues selling 
at a notable discount. 


HILL ROADS TO BE MERGED 
(Continued from page 620) 














This distinction, however, becomes 
more apparent than real, when earn- 
ings are subjected to close analysis and 
would appear largely the result of 
bookkeeping methods and maintenance. 
Great Northern charges depreciation 
at 2% against 4% for Northern Pa- 
cific, which would account for about 
half the spread in per share earnings. 
Comparing other expenditures in the 
maintenance department, it is decided- 
ly doubtful if the latter’s earning power 
is any less than that of the former. 
This is particularly true if any credit 
for future receipts from land sales 
is to be accorded Northern Pacific. 

In the event of there being a dif- 
ference in the merger terms proffered 
the stockholders of the two systems 
that are so closely parallel in every 
way, it is difficult to see how Northern 
Pacific could receive less than Great 
Northern, although the former’s stock- 
holders might well receive a prior dis- 
tribution of Northwestern Improvement 
stock. For this reason it appears the 
cheaper of the two issues, particularly 
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as it is so quoted in the market. Both 
issues are attractive for substantial 
long term appreciation and involve lit- 
tle stock market risk. 

One important factor in the rapidity 

of their further recovery will, natural- 
iy, be the progress made in the territory 
served by these lines. Creation of the 
st. Lawrence shipway as recommended 
ecently by the U. S.-St. Lawrence 
Commission through Herbert Hoover, 
although it could not become a factor 
or another 10 years, is by far the 
nost fundamental project afoot for the 
elief of this territory. In putting the 
‘reat middle west virtually on the 
\tlantic Seaboard this development 
hould permanently eliminate one of 
he most fundamental handicaps under 
vhich that section has labored. 

Moreover, from the nearer term 

iewpoint a gradual working out of its 

difficulties is logically to be expected 
for the northwest. Much of its recent 
igricultural trouble is the result of the 
yurchase of farm lands at high cost 
during the war-time wheat market, a 
situation that will inevitably right it- 
self through the usual economic proc- 
‘ssses. These processes have already 
had a number of years in which to 
volve. When they have evolved the 
shares of Northern Pacific and Great 
Vorthern will reach levels far above 
hose prevailing today. 








tHE BUSINESS OF TRADING IN 
STOCKS 


(Continued from page 627) 








chase of rights (as in the instance of 
Telephone rights, mentioned above), 
against a short sale of the stock; pur- 
chase of old stock, prior to a stock 
dividend, against a short sale of the 
new stock, “When issued”; purchase of 
a bond, or preferred stock, against a 
short sale of the security into which 
it is convertible. 


Hedging 


(3) “HEDGING” operations between 
the shares of one company and those of 
another which it holds. A familiar ex- 
umple of this is E. I. du Pont de Ne- 
mours, which holds one share of Gen- 
eral Motors common for each two 
shares of its own common stock now 
utstanding, and passes on to its own 
tockholders all regular and extra divi- 
lends received from General Motors, in 
iddition to disbursements arising from 
ts own earnings. Normally, a rise of 
wo points in General Motors should 
‘esult in a one-point advance in du 
Pont. When the two stocks drop out of 
step on this basis, traders like to buy 
he laggard and go short of the leader, 
n expectation of closing both commit- 
nents when the spread between the two 
igain returns to normal. 


(Part XIII, on “Methods of Trading,” 
will appear in an early issue.) 
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Associated Gas and Electric 
System 


Founded in 1852 


37,000 Shareholders in 46 States 
and 18 Foreign Countries 


There are Associated shareholders in every state 
in the Union except two. In 16 states there are 100 
or more shareholders each, in 4 states 1,000 or more 
each, and in one state over 16,500. 


This nation-wide distribution of stockholders (1) 
is evidence of the general acceptance of Associated 
Gas and Electric Company shares as an investment 
and (2) adds materially to their marketability. 


Associated Gas and Electric Company 


Incorporated in 1906 


Write for our “Illustrated Year Book” 


Associated Gas and Electric Securities Company 


61 Broadway New York 
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Puts - Calls - Spreads 


Guaranteed by Members of the New York Stock Exchange 


May be utilized as insurance to protect margin accounts; 
to supplement margin; and in place of stop orders. 


Profit possibilities and other important features are de- 
scribed in Circular W. Sent free on request. 


Quotations furnished on all listed securities. 


Ss. H. WILCOX & CO. 


Established 1917 Incorporated 


66 Broadway New York 
Telephone Hanover 8350 
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Accounts Carried 


Conservative Margin 





Daily or Weekly 
Market Letter 


on request 


25 Broad St., New York 


Telephone Hanover 8030-8045. Incl. 




















or Booklet 1 
No Obligation 
A Copy on Request. 


DUNHAM @&CO. 


Hanover 5q., New York, N.Y. 











Over-the-Counter 


IMPORTANT ISSUES 
Quotations as of Recent Date* 


Acolian Co., pfd. 

Aeolian Weber 

Aeolian Weber, pfd. (7B) 

Alpha Port. Cement (3) 
Pfd. (7) 

Aluminum Co. of Am... 
Pfd, (6) 


Pfd. 
American Arch (7P) 
American Book Co. (7) 


Conv, . 
Amer, seher Co, 
Atlas Port, Cement (2P) 
Pfd. (2.66 
Babcock & Wilcox (7) 
Barnhart Bres. & Spindler: 
G.. 


60 114% 

Bohack (H. C.) - 163 
a! Se Oo eee 

Borden Co. 


Congcleum Co. Pfd. ( 
Continental G. & El. 
Part Pfd. (8) 


Devoe & Raynolds: 

2nd Pfd. (7) 
Fajardo Sugar (10) 
Franklin Rwy. Sup. (4).. 
Giant Port. Ce: 

Pfd. (3.5) 


Jos. Dixon Crucible (8)......... 
Johns-Manville, Inc., new 


( 
Lehigh Port. Cement (3) 
Leonard, Fitzpatrick, Mueller... 
Pfd, (8) 
McCall Corp. 
Manhattan Rubber (2.5) 
Metropolitan Chain Stores: 


2nd Pfd. (7) 
Nat’l Fuel Gas (10P) 


Pfd. (7) 
Phelps Dodge Corp’n (4) 
Pierce, But. & Pierce (2) 
Pfd. (8 


Richmond Radiator 
Pfd. (3P) ‘ 
Royal ee Powder (8P) 
Pfd 


( 
Ruberoid Co. (4) 
Safety Car H. & L. 
Savannah Sugar (6P) 


Pfd. 
Shaffer Oil & Ref. Pfd. 
Sheffield Farms Pfd. 
Singer Mfg. Co. (1 
Singer, Ltd. (%) 
Superheater Co, (6P): 
Technicolor, Inc, 
Valley Mould & Iron 

nog 7 


Pfd. (5) 

White Rock 2nd Pfd. 
Ist Pfd. (7) 

Woodward Iron 


* Dividend rates in dollars per share designate: 
in parentheses, 

G—Guaranteed as to principal and dividend by 
American Type Founders, 

P—Plus extras, 

B—Also extras on account of arrears. 

x—Ex-dividend. 





many cross currents since the 

first of the year owing to the 
growing tendency toward discrimina- 
tion among security buyers. Better 
grade common stocks are in good de- 
mand, reflecting the prevailing ease in 
money rates and overflow of idle funds 
from the bond market and commercial 
channels. At the same time sundry 
issues that have manifestly outdis- 
tanced their more immediate possibili- 
ties by virtue of former generous price 
advances, are now passing through 
corrective reactions. 

Substantial gains were made by a 
number of issues which frequently have 
received favorable mention in these 
columns, notably Richmond Radiator, 
Superheater, Joseph Dixon, National 
Fuel Gas, Savannah Sugar, Woodward 
Iron and International Silver. Ruber- 
oid was a participant with that group 
of stocks which moved upward. 

American Arch, on the other hand, 
developed weakness which appears to 
have been based entirely upon hasty 
and evidently ill-advised liquidation. 
Advices to this department indicate 
that there have been no adverse devel- 
opments in the company’s affairs. In 
addition to the regular $7 dividend, 
the usual $4 extra payment was dis- 


ie unlisted market has developed 


bursed in 1926. While the company 
publishes no earning statements, it 
may be inferred from the fact that 
dividends are being maintained at the 
same rate as in 1924 and 1926 that net 
profits are at least holding up to the 
average level of recent years. 

Chain stores generally were in good 
demand. Leonard, Fitzpatrick & Mul- 
ler and Neisner Bros. have been im- 
proving their market position of late in 
response to continued expansion of 
gross and net earnings. Davega, Inc., 
which recently made its debut over-the- 
counter, was an active feature in this 
group. This company operates a chain 
of retail sporting goods and radio 
stores in New York City and last De- 
cember acquired the wholesale sport- 
ing goods business of Schoverling, Daly 
& Gales on a very favorable basis. 
Earnings have shown substantial gains 
in the past three years, being $1.49 a 
share in the year ending February 28, 
1925, and $3.32 a share in 1926. Total 
retail sales of 2.78 million dollars for 
the 1926 calendar year indicate that a 
balance of approximately $5 a share 
will be shown for the 65,000 shares of 
no par common stock now outstanding 
in the fiscal period ending February 
28, 1927. Dividends are being paid at 
the rate of $1 a share and 25 cents extra. 
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Exhilarating 
Indoor 


Sea Bathing 


Bow is the time of year to ap- 
preciate The Ambassador’s 
Indoor Ocean Pool—you get the 
outdoor thrill of the sea with an 
indoor sense of security—and 
whether you ride or golf or swim 
or walk or just sit around, you 
are filling your lungs every min- 
ute with Nature’s finest brain 
and body tonic—the pure, unviti- 
ated salt sea air of the Atlantic! 


Reduced Winter Rates 
400 rooms, $10 or less 
Pack your bag and come! 


Write or Wire 
For Reservations 


ATLANTIC CITY 








HOW AN EXPERT WOULD 
SOLVE COTTON PROBLEM 


(Continued from page 617) 














PUTS & CALLS 


If stock market traders under- 
stood the advantage derived from 
the use of PUTS & CALLS, 
they would familiarize themselves 
with their operation. 


PUTS & CALLS place a 
buyer of them in position to take 
advantage of unforeseen happen- 
ings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 
Specialists in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


NEW YORK 


3860 
3861 
3862 
3863 


20 BROAD ST. 
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least, will be available for buying nec- 
essary supplies. 

Then the exchange situation with 
Europe was in a most deplorable 
condition, and industrial and _ finan- 
cial depression were rife everywhere; 
today, Europe is a good customer 
for American raw materials. In 1921 
we were having an unemployment 
crisis that cut the buying power 
of millions of American consumers. 
For several years now American labor 
has had a maximum of employment, 
and, hence, of purchasing power. 
Therefore, I say that while the cotton 
situation as it impinges on the fertil- 
izer industry is bad, there are a num- 
ber of saving features. 

With reference to the immediate 
situation, there has been some harden- 
ing of prices because ginnings indicate, 
if anything, a crop somewhat below 
the last department estimate. At the 
same time there has been an improve- 
ment in the export situation, and the 
total exports to Friday, December 31, 
were 758,000 bales greater than to the 
same date last year. The fact that 
financial institutions are in funds as- 
sures the requisite credit for carrying 
the surplus. 

The question of what to do is two- 
fold: First, What shall be done re- 
garding present crop? Second, What 
shall be done with respect to the next 
crop? Effective action as to one of 
these depends upon effective action as 
to the other. The present supply 
should be marketed as gradually as 
possible and in response to a con- 
sumptive demand. Every effort should 
be made to avoid dumping distressed 
cotton as has been so commonly done 
in the past. 

The greater use of cotton for pur- 
poses to which it is fitted should be 
developed as promptly as possible by 
cooperation of interested parties. 
Within the limits of good business, cot- 
ton bags should be substituted for jute 
bags for flour, grain, feed, seed, sugar, 
fertilizer, coffee and other commodities. 

The competition of silk and rayon 
with cotton should be met in a con- 
structive fashion by meeting the style 
and pattern requirements, particularly 
in women’s suitings and men’s shirt- 
ings. General consumption of cotton 
goods should be promoted as far as 
practicable by pricing in conformity 
with the fall in the cost of the raw 
material. The influence of labor and 
other costs is such that it appears 
that while raw cotton has fallen to 
one-third of its price three years ago, 
the more important lines of goods have 
decreased only roughly 10%. 

As to next year, the cotton farmer 
should determine definitely and de- 
cisively to reduce his acreage. This 
feature of the remedy will not depend 
upon agreements to cut down plantings, 




















BOEXPERT 


When — transferring demands 
halt the efficiency of your filing 
equipment; 





When—the history of this year’s 
business passes into the archives; 


When —the hustle and con- 
fusion of transferring makes 
costly mistakes inevitable. 


Consult your G-W Dealer—he 
has the Safe-guard System (Se- 
lection by color)—the Steel file 
with the “‘life-time’’ roller slide 
—brass railed, linoleum topped 
counter high — sections—steel 
transfer cases built like ordinary 
steel files—efficiency aids that 
retard profit leaks. 


Your G-W Dealer is an Equip- 
ment Expert—Globe-Wernicke’s 
45 years of contact with business 
problems, combined with G-W 
equipment, gives him an un- 
usual command of your effi- 
ciency needs. 


In transfer cases alone—he can 
show you 12 economic points to 
consider when buying. Ask your 
G-W Dealer for ‘‘ Clearing the 
Way for Bigger Business” or 
mail the coupon —today. 


Globe -Wernicke 


CINCINNATI 


The Globe-Wernicke Co., 
Cincinnati, Ohio, Dept. MW-12, 
Gentlemen: 


What are the 12 economic points to consider im 


buying Transfer Cases? 


Please send me a copy 


of “Clearing the Way for Bigger Business.” 


Address 


City 





Preferred Stocks 
of 


Electric Light 
and Power 
Companies 


Dividends free from. 
Normal Federal Income Tax 


We have prepared a Spe- 
cial List containing a num- 
ber of carefully selected 
issues in this group. The 
yields range from 7.00% 
to 7.50%. 


A copy of this list will 
be furnished investors 
upon request. 
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McCreery 
Finnell 
& Co. 


Member San Francisco 
Stock and Bond Exchange 


Telephone Sutter 3083 


111 Montgomery St. 
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Offering Sate Securities of Electric Light 
and Power,Gas, and TransportationCom 
panies operating in 20 states. 


Write for list. 


UTILITY 


SECURITIES 
COMPANY 


72 W. Adams St., CHICAGO 
Minwaukee St.Louis Louisville Indlanapotis 





Anglo & London Paris Nat, Bank 
Bancitaly Corporation 

Bank of Italy 

East Bay Water A Pfd 

Federal Brandes 

Great Western Power Pfd 

Key System Prior Pfd 

Los Angeles Gas Pfd 

Pacific Telephone & Tel. Pid 


Alaska Packers’ Assn 
California Packing 
California Petroleum 


Emporium Corporation 
Fireman’s Fund Insurance 


Hale Brothers 

Hawaiian Coml. Sugar 
Hawaiian Pinapple 
Home Fire & Marine 
Honolulu Cons, Oil 
Hunt Brothers Packing ‘‘A’’ 
Illinois Pacific Glass 
North American Oil 
Paraffine Common 
Richfield Cons. Oil 
Schlesinger A Common 
Shell Union Oil 
Southern Pacific 

Sperry Flour Common 
Spring Valley Water 
Standard Oil of Calif 
Union Oil Associates 
Union Oil of California. 
Union Sugar Common 
Yellow & Checker Cab ‘‘A’’ 
Zellerbach Corporation 








| San Francisco Stock and _ 


an Francisco Stock and 
Bond Exchange 


HIS table is published regularly for the convenience of 
those of our subscribers and readers who are, or may be, 
interested in leading Pacific Coast securities. 
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but will come from the exercise of 
horse sense by hundreds of thousands 
of individual cotton growers who will 
not think it smart to plant the same 
acreage they did in 1926, or even in- 
crease their plantings in the expectation 
that the problem will be solved by the 
sacrifice of the other fellow. 

The food and feed requirements of 
the South should even more largely be 
supplied by home-grown products, but 
the uninformed adviser must disabuse 
his mind of the idea that there is no 
diversification in the South. Less than 
40% of the cultivated area in the 
Southeastern cotton states is devoted 
to this crop. Approximately 43% is 
planted to corn, and about 20% to 
miscellaneous crops. In spite of this, 
almost 61% of the total crop value was 
due to cotton, while less than 19% was 
attributable to corn. 

The farmers of the South in the 
period from 1922 to 1924 produced 
$707 worth of their home requirements 


on their own farms; while the farmers 
of New England produced only $656 
worth of the goods used on the farm. 
The average for the entire country was 
approximately $684 a year. 

As I have stated before, the farmers 
not only of the South but of the West 
are in the grip of economic forces that 
they cannot understand and that are 
smoking the farm population out of 
agriculture. The situation calls not 
only for a solution of the cotton prob- 
lem but for steps that will enable 
agriculture as a whole to share more 
equitably in the national income—a 
sharing comparable with its contribu- 
tion to the national welfare—and _ in- 
creased efficiency within agriculture 
itself. The latter calls for fewer acres 
with greater profit, to be obtained by 
abandoning marginal lands and con- 
centrating with better methods of fer- 
tilization, crop rotation and so forth, 
upon the more productive natural cot- 
ton lands. 
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THE AFFILIATION OF TWO 
GREAT RETAIL TOBACCO 
CHAIN STORES 


(Continued from page 635) 








individual stores in_ operation. 

Both companies have extensive in- 
erests in real estate activities and in 
ther enterprises. Schulte interests 
1ave a share in the ownership or con- 
rol of Park & Tilford, Vivadou, Yellow 
Taxi of New York, and American 
ruggists, although the extent actually 
ested in Schulte Retail Stores as such 
s not definite in all cases. Investments 
n other companies are carried by 
JInited at approximately 7 millions, and 
ry Schulte at 5.9 millions. 

Book value of real estate, leaseholds, 
te., is little indication of their actual 
worth. On the 1925 balance sheet, 
Schulte carried this account at 7.7 mil- 
ions as compared with 13.7 millions 
for United, although for the latter the 
imount had increased to 15.5 millions 
as of June 30, 1926. In all probability 
there is considerably wider spread in 
favor of United Cigar Stores as bhe- 
tween the true values of their respec- 
tive real estate holdings, not only be- 
cause of the fact that the United chain 
is so much the more extensive, but also 
because there is no other means, ex- 
cept in a limited way, of reconciling 
the discrepancy in the market ap- 
praisals of the respective common 
stocks. The satisfaction expressed by 
Schulte interests on the terms of 
exchange offered tends to confirm 
the inference already drawn that 
the hidden assets of United Cigar 
Stores are considerably the greater, in- 
asmuch as in respect to earnings and 
prospects Schulte appears to be much 
the cheaper stock. 


Conclusion 


It is too early to predict with any 
degree of accuracy what changes may 
eventuate from the forthcoming affilia- 
tion of interests. Efforts to avoid as 
far as possible duplication of store 
locations may logically be expected, and 
greater freedom from competition in 
other respects should be conductive to 
enhanced profits for both companies. 
There will be a greater interest in the 
manufacturing end of the business, and 
it is anticipated that joint campaigns 
will be conducted to push the sales of 
specific brands manufactured by other 
concerns in which Union & United 
Tobacco owns substantial stock hold- 
ings. 

The outcome of this unification of 
interests in one of the most prosperous 
of all industries, especially in its effect 
upon the individual and collective af- 
fairs of the two great retail organiza- 
tions, should constitute one of the im- 
portant financial developments of the 
coming year, and lays the basis for 
market action of unusual interest either 
in both the Schulte and United stocks, 
on the New York Stock Exchange, or 
in the Union & United stock, for the 
present on the Curb. 
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E. A. PIERCE & CO. 


Successors to 


A. A. Housman-Gwathmey & Co. 


MEMBERS NEW YORK STOCK EXCHANGE 


Eleven Wall Street, New York 


Position of 
Skelly Oil Company 
Crucible Steel Company 


analyzed in our current Fort-nightly 
Review. A copy will be mailed on request. 


BRANCHES 


Chicago New Haven ‘Tacoma Greensboro, N. C. 
Philadelphia San Francisco Portland, Ore. Toronto, Ont. 
Paterson Los Angeles New Orleans Hamilton, Ont. 
Washington Pasadena Houston Ottawa, Ont. 
Buffalo Seattle Augusta, Ga. Winnipeg, Man. 


Leased private wire connection with all principal securities 
and commodities markets in the United States and Canada. 























LOGAN & BRYAN 


BROKERS 


STOCKS, BONDS, COTTON, GRAIN, COFFEE, 
SUGAR, COTTON SEED OIL & PROVISIONS 


MEMBERS: 
Minneapolis Chamber of Commerce 
Winnipeg Grain Exchange 
Salt Lake City Stock Exchange 
Los Angeles Stock Exchange 
Montreal Board of Trade 
Pittsburgh Stock Exchange 
Duluth Board of Trade 
San Francisco Stock and Bond Exchange 


PARTNERS: 
Ben, B. Bryan, Jr. B. L, Taylor, Jr. 


Louis V. Sterling J. J. Bagley Harry L. Reno 
James T, Bryan E. Vail Stebbins Parker M, Paine 


Private Wires Atlantic to Pacific connecting with important 
intermediate points in the United States and Canada 


Main Office—42 Broadway, New York 


BRANCHES: 

LOS ANGELES CHICAGO SEATTLE 

Crocker Bldg. 636 8, Spring St. Board of Trade Bldg. Dexter Horton Bldg. 
841 Montgomery St. Biltmore Hotel Congress Hotel Olympic Hotel 
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New York Stock Exchange 
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Chicago Stock Exchange 
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Offering 
Preference Certificates 


At $11.50 pr Share 
To Yield 7% 


“Good First Mortgage Bonds” 
Send for this booklet 


LIE Vine 
7 a Se ee BOND & MORTGAGE CORPORATION 
and Building Corp. 


299 Broadway New York 143 Montague St., Brooklyn, N. Y. 
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| ‘Stock MARKET AVERAGES 
52% 


Guaranteed Income D 25 RAILROADS 


Share Certificates B 25 INDUSTRIALS 
COMBINED AVERAGES 


Are you seeking securities that OF 25R.R.&25INDLS 


really guarantee, not only your 
principal, but the payment of 
514% annually? If so, you will 
be interested in our 514% Guar- 
anteed Income Share Certificates 
which are 


Guaranteed 


as to Principal and 514% An- 
nual Interest—Dividends from 
date of issue. (Under terms of 
the “Shareholders’ Agreement of 
Guaranty”, a copy of which will 
be furnished on request.) 
Payment of Principal without 
discount on 60-day notice. sub- 
ject to New York State Bank- 
ing Law. 


These Certificates can be bor- 
rowed on up to 90% of withdrawal 
value. 


























Issued in Multiples of 


$100 to $10,000 MARKET STATISTICS 


Send for detailed information 
N. Y. Times 


N.Y.Times Dow, Jones Avgs. ——50 Stocks 
BANKERS Loan & INVESTMENT 40 Bonds 20Indus. 20 Rails High Low Sales 
Established 1890 Thursday, Jan. 6.. 89.79 155.16 119.69 188.54 187.88 1,391,023 

‘ Friday, Jan. 7 89.93 155.53 120.40 138.82 1837.88 1,325,824 

ee Saturday, Jan. 8... 89.95 155.85 120.73 139.11 138.33 800,965 

New York City Monday, Jan. 10.. 90.01 156.65 120.73 189.88 188.72 1,404,476 

Tuesday, Jan. 11.. 90.12 155.68 120.90 139.46 138.36 1,306,871 

Wednesday, Jan. 12 90.22 155.50 121.01 189.58 188.27 1,358,936 

= = Thursday, Jan. 13. 90.34 155.45 120.57 139.51 188.87 1,380,057 
Friday, Jan. 14.... 90.33 154.91 120.63 139.02 187.36 1,347,196 

Your Money Doubles Saturday, Jan. 15.. 90.43 154.99 121.33 189.12 138.16 851,430 
° Monday, Jan. 17... 90.54 158.91 122382 189.48 138.08 1,809,465 
In 14 Years Tuesday, Jan. 18.. 90.56 154.11 122.18 189.22 187.11 1,616,320 
Wednesday, Jan. 19 90.64 155.58 12253 189.96 138.40 1,583,650 








if deposited in a Savings 
Share account on which a 
dividends at the rate of 


- 5% are compounded semi- AVERAGE Price oF 40 Bonps 


for Regular Monthly Install- 66 2122. 1923 —\— 1924 —1— 1925 —1»— 1926 —yr—1927 — 
Booklet “M” ment Shares earn 6%. 


RAILROAD BUILDING 
& LOAN ASSOCIATION 


441 Lexington Ave., New York, N. Y. 








25 RAILROADS 

8 INDUSTRIALS 

: 4 STREET RAILWAYS 
Minnesota 2 PUBLIC UTHITIES 

1 MUNICIPAL 





CATES OF poner some prs 

backed by an experienced man- — . Fes SO 22 

agement and conservative loans aa 1924 U 1925 y See 
on Minneapolis and St. Paul homes. Present 
dividend rate on shares, 7%. Interesting 
booklet free. 


TWIN CITY BUILDING AND LOAN 
ASSOCIATION 
Minneapolis, Minn. 


6 2% Interest paid on our CERTIFT- U.S.GOVERNMENT BonbD AVERAGE 








TAXABLE 











We will be glad to recommend to you a 
reliable Building & Loan Association in 
any part of the United States. This 
service is gratis as we recognize the im- 85 
portance of having our readers deal with 
reliable associations. 
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Building & Loan Associations 


We will be glad to answer any questions regarding Building & Loan Associations 
in any section of the United States. Address Building & Loan Ass’n Dept., 
c/o The Magazine of Wall Street, 42 B’way, New York City 
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Minnesota Minnesota 














a 7% FULL PAID 
O CERTIFICATES 


Dividends Payable July 1st and 
January Ist 


Safety and Service 


The recent Survey made by The Magazine of Wall Street placed Minnesota in Class A 
for the reason of its “Limiting of their special service fees, expense of operation by the 
State Banking Department under whose supervision building and loan associations operate, 


notes on first mortgage security not negotiable, limiting borrowing on assets.’ 
Instalment and Prepaid Certificates We offer under this law a limited amount of our 
Are participating and are earning 


Uaioe State Supervision, and re- Certificates of Indebtedness 
Bearing 6% Interest 


quired by law to invest all funds 
in First Mortgage Notes on im- 
proved real estate. payable semi-annually April and October. They are secured by first mortgages on homes 
Located at El Paso, Texas, where in territory we operate and have the same withdrawal privilege as other investments because 
real estate values are not inflated. of their safety and splendid return. They will prove very attractive to the investor. 

In the four years of our operation we have earned and paid in dividends to our shareholders 
$42,202.47, aiding 240 of our members in financing their homes. 


People’s Building & Loan Association 
Send for detailed information 


Authorized Capital $15,000,000 
STATE BUILDING AND LOAN ASSOCIATION 


205 No. Oregon El Paso, Texas 
Walker Building (Hennepin at Eighth) Minneapolis, Minnesota 
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7% Cash Dividend 
Certificates. 


Dividends payable July 1st and January 
1st. All Funds may be withdrawn with- 
out deduction at any time, subject to right 
to require 30 days’ notice. 

Issued in any multiple of $500.00. Safety 
assured by Old Line Building & Loan 
Plan, under State Supervision. Our Loans 
average only 46.7% of the appraised value 
of improved real estate security. 

Ask for Literature, 


NORTH TEXAS BUILDING & 
LOAN ASSOCIATION 


708 Ninth St. Wichita Falls, Texas 
Assets exceeding, $1,300,000.00 

















7% and 8% Earnings 
Ask for Booklet, “Where Dollars 
Grow” 

Resources $3,000,000.00 


San Antonio Bldg. & Loan Assn. 
San Antonio, Texas 











2S CORT SAE 





YOU CAN’T RETIRE ON 
WHAT YOU SPEND 
8% Compounded semi-annually 
Ask for folder. 


Security Building & Loan Ass’n. 
San Antonio, Texas 





Indiana 





Colorado 


Florida 





ce} 
ns uarterly 
\ Guaranteed 
Income 


5-Year Full-Paid Time Certificates. 
Issued in bond form. Amounts, $50 
to $10,000. Interest coupons attached. 
Protected by the safest mortgages 
known—conservative loans on _ hun- 
dreds of modern, city homes. And 
further protected by our permanent 
capital. Under State supervision. 
Write for Folder “C.” 


Silver State Bldg. & Loan Assn. 
1648 Welton St., Denver, Colo. 


Member Colorado State League and United States 
League of Building and Loan Associations. 

















Oklahoma 








FLORIDA’S SAFEST 
INVESTMENT 


Lakeland Building and Loan Association 
Capital, $2,000,000.00 
RETURNS 8% WITH 
100% SECURITY 


Shares for sale at par, $100.00 per share, 
without bonus or commission of any kind. 
Pays 8 per cent per annum, in quarterly 
installments of 2 per cent, January fir: 
April first, July first, and October first o! 
each year. Owners of these shares have no 
taxes to pay, no insurance to look after and 
no titles to bother with. Money available any 
time and no notice of desire to withdraw is 
required. 


Let Us Send You Booklet 
LAKELAND BUILDING AND 
LOAN ASSOCIATION 
Box 35 LAKELAND, FLORIDA 











bs 4 % COMPOUNDED 
Semi - Annually 


on investments; in monthly payments 

or lump sums; Safety; Real Estate Se 

curity; Tax Exempt; State Supervision. 
Send for Details. 
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Alabama 























6% Interest 


,ompounded semi-annually, on Invested funds, In monthly 
vayments or lump sums. 


Shares $100.00 each 


Under state supervision and controlled by bank directors. 
The Logansport Building & Loan Association 
-ogansport 


Indiana 





First Real Estate Loans % 
State Supervision Oo 
% Tax Exempt | 

0 Details Free — 


Industrial Bldg. & Loan Assn. 


26 W. Sth Street Tulsa, Okla. 








8% on Monthly Savings 


8% on Fully Paid 
Certificates 


in amounts from $50.00 to $5000.00, 
withdrawable on thirty days notice. 
Secured by First Mortgages on 
Homes not to exceed 60% of valu- 
ation. 


ALABAMA MUTUAL BLDG. & 
LOAN ASSOCIATION 











2012 Fourth Avenue, Birmingham, Ala. 
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LAKE 

Enjoy the Palm Beach sea- 
son here at reasonable cost. 
Rates are lower than you 
would expect for a fire proof, 
seentrally located resort hotel, 

offering exceptional service. 
. Fruits, vegetables, dairy and 
: poultry products fresh daily 
from our own farm. Casinos, 
beaches, ‘clubs, stores and the- 
atres are within walking dis- 
tance. Lake Worth’s yachting 
and the colorful panorama of 
Palm Beach in all its glory 
lie before E) Verano. Write 

for our illustrated booklet. 

Te Reng DONNELL, Mer. 














French-lItalian 
All Central European 

Internal—External 
Securities 

Bought—Sold—Quoted 

We have special facilities 

for handling bank 

business 


A. H. DANINO 


25 Broad St. New York 
Telephone: Whitehall 3065 














1927 
FORECASTS 


of the Stock and Bond Markets 


We have again prepared our annual 
digest of forecasts by well-known 
authorities of the course of stock 
and bond prices and general business 
conditions fer the coming year. 

A copy upon request. 


Newburger, Henderson & Loeb 
1512 Walnut St., Philadelphia 


100 Broadway, New York 
Member N. Y. & Phila. Stock Exchange 




















Bank Stocks 
Gilbert Eliott & Co. 











MANLEY-ANDREW CO. 


“7% and 8% Preferreds” 


1451 Broadway New York City 
Phones Wisconsin 7874-7875 








New York Curb Market 


IMPORTANT ISSUES 
Quotations as of Jan. 19 


1927 Price Range 
Recent 
Name and Dividend High Low Price 
Albert Pick Barth wit 12% 18 
Amer. Gas & Elec, (1)tt 69 711% 
Amer. Seating (3) 45 483%, 48% 
Amer, Super Power A (1.2)7.. 28% 
Amer. Super Powcr B (1.2)7.. 29 
Beacon Oil* 19 
Celotex Co. (3) 15 
Centrif. Pipe (1)* . 165 
Cities Service New (1.2)+.... 52 
Cities Service Pfd. (6); 91% 
Consol. Gas of Balt 51% 
Consolidated Laundries (2)*.. 22% 
Curtiss Aeroj 19% 
Curtiss Aero Pfd. (7)7 os 982 
Durant Motorst 
Elect. Bond & Share (1)7... 69% 
Electric Investorst 
Fed. Purchase ‘‘A’’ (3)* 
Fed. Purchase ‘‘B’’ (1)* 
Ford Moter of Canada (20). 
General Baking A (5)* 
General Baking B* 6% 
Gillette Safety Razor (3)7... 92% 
Glen Alden Coal (10)t 176 
Goodyear Tire & Rubber}.... 80 
95% 
Happiness Candy Store (50c). 65% 
Hecla Mining (2)+ 14% 
International Utilities Bj.... 4% 
Land Co. of Floridat 28%, 
Lion Oil & Refining (2)*.... 25% 
Metro Chain Storest? 33 
Mountain Producers (2.40)f.. 26%, 
New Mex. & Arizona Landt. 12 


1927 Price Range 
Recen: 
Name and Dividend High Low Pric 

New Jersey Zinc 188 
Nipissing Mining (60c)* 8 
Northern Ohio Powert 9% 
Pacific Steel Boiler* (1) 12 
Puget Sound P. & L.f....... 321% 
Rand Cardex, new (3) 57 
Reo Motor (80c)t 20 
Rickenbacker Motor* - 1 
Salt Creek Producers (214)f. 380% 
Servel Corporation At 9 1% 
Southeast Pwr. & Lt. new}.. 80% 
So’east Pwr. & Lt, Pfd. (4)t 67% 
Stutz Motors* 14 
Tidowater Associated (1.2)T.. 21% 
Tidewater Asso, Pfd. (6)+... 935% 
Trans Lux* 1% 
Tobacco Products Export;.... y 8% 
Tubize Artif. Silkt 6 153 
United Electric Coal (1.10).. 26% 25 
Victor Talking Machinet 159% 150% 


STANDARD OIL STOCKS 


Continental Oil (1)+ 20 

Humble Oil (1.2)+ 60% 
International Pet. (50c)t.... 31% 
Ohio Oil (2)+¢ 59% 
Prairie Oil & Gast...... Peas 52 

Standard Oil of Ind. (2.5)+.. 67% 
Vacuum Oil (5)Tt 103 95% 


Note: 

* Listed in the regular way. 

ft Admitted to unlisted trading privileges. 
jApplication made for full listing. 

(Bid price. 





RREGULARITY continues on the 

Curb with a moderate slump in the 

public utility group offset by re- 
newed activity and some higher prices 
recorded by “specialties” in the indus- 
trial section. Rand Cardex, recently 
listed in this department, has been 
notably strong, making a new high for 
its comparatively short history on the 
Curb at over 70. Oil shares have been 
fairly active and seem to be in a 
stronger technical position than other 
industrial shares. Considerable activ- 
ity with rising prices has been noted 
in the baking stocks and such special- 
ties as Gillette Safety Razor. 


Among the group of “rich men’s 
stocks” on the Curb which, while pro- 
ducing no income at the moment, have 
interesting prospects for growth in 
value for a long pull, are the no par 
value common shares of the Aluminum 
Company of America. It is well known 
that this company, controlled by the 
Mellon family of Pittsburgh, enjoys 
thoroughly responsible management 
and the strongest financial backing. 
Its operations are considered to be a 
virtual monopoly in the aluminum 
manufacturing industry in this coun- 
try, the company controlling about 90% 
of the bauxite deposits at home and 
holdings in some of the foreign bauxite 
fields. 

One of the uncertainties that con- 
front the company at present, which 
no doubt will stand in the way of any 


substantial move in the stock until sat- 
isfactorily disposed of, is a suit brought 
against the company and its officials 
under the Sherman anti-trust law by 
George B. Haskell, who seeks to re- 
cover 45 million dollars of alleged dam- 
ages. Other litigation concerning the 
company’s entry into foreign activities, 
heretofore on a competitive basis to the 
company has also been brought by the 
government. The ultimate importance 
of both of these actions, however, can 
easily be over emphasized. 

The company has outstanding an is- 
sue of 147 million dollar preferred 
stock which sells on better than a 6% 
basis and a small issue of about 18 
million dollar debentures. The valua- 
tion of the company’s properties as 
revealed from an examination of th: 
latest balance sheets indicates a lov 
asset value for the common shares but 
these figures are thought to fail t 
show real value as built up throug! 
reinvestment of earnings and heav} 
capital expenditures. Average earn 
ings over a period of ten year up t« 
1925 are in the neighborhood of $9 a 
share on the common stock and at pres- 
ent are running about $10 a share. 
Although paying no income at present, 
these shares at 71 are a favorable buy 
for the long pull. Irrespective of in- 
termediate fluctuations in price, an ulti. 
mate profit appears in sight over a 
reasonable period of time for thos¢ 
who can afford to carry a non-dividend 
paying security. 
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LETTERHEADS OF 
DISTINCTION 


LITHOGRAPHED 
LETTERHEADS 


IN 50,000 LOTS COMPLETE 


$1.25 | $2.75 


PER THOUSAND | PER THOUSAND 
On our 20 lb. white} On our 20 Ib. white 
Paramount Bond. Better Quality Bond. 
A Beautiful, Strong,; A Superior sheet 


Snappy Sheet. with a high rag 
content. 





PABAMOUNT BETTER 
QUANTITY BOND ag og 
rm. 


135 
6250 minimom 2.25 
Invoices, Note Heads, Order "Peake. 
Envelopes, _ etc., correspondingly low. 
Engravings made at cost. 
GEO. MORRISON COMPANY 
552 W. 22nd St. New York City 
Tel. Chelsea 1447-1448-1449 
Booklet of ” Papers and Engravings on request 





Business Opportunities 








SEAL PRESSES 


CORPORATIONS 
™ NOTARY~ LODGES 
J SPECIAL @ESIGNS~ 
AUGUST BEKKEVOLD 
60 ANN ST.-NEW YORK 








Charters 





DELAWARE incorporator; charters; fees small; 
forms. Chas. C. Guyer, 901 Orange St., Wilming- 
ton, Del. 























IN 19 STATES... 


‘MIDDLE WEST 
UTILITIES COMPANY 


Notice of Dividena 
en Common Stock 





The Board of Directors of 
Middle West Utilities Com- 
pany has declared a quarterly 
dividend of One Dollar and 
Fifty Cents ($1.50) upon 
each share of the outstanding 
Common Capital Stock, pay- 
able February 15, 1927, to 
all Common stockholders of 
record on the Company's 
books, at the close of busi- 
ness at 5:00 o'clock P. M., 
January 31, 1927. 
EUSTACE J. KNIGHT, 
Secretary. 









































& MANUFACTURING COMPANY 
A Dividend of two per cent ($1.00 per 
share) on the COMMON STOCK of this 
Company, for the quarter ending Decem- 
ber 31, 1926, will be paid January 31, 1927, 
to stockholders of record as of December 
31, 1926. 
H. F. BAETZ, Treasurer. 
New York, December 20, 1926. 








Dividends 





INTERNATIONAL PAPER COMPANY 
New York, December 29, 1926. 


The Board of Directors have declared a 
juarterly dividend of Fifty Cents ‘(50c) 
. share on the Common Stock of_ this 
sompany, payable February 15th, 1927, to 
Yommon_ stockholders of record at ‘the 
lose of business February list, 1927. 

Checks will be mailed. Transfer books 
vill not close. 

OWEN SHEPHERD, Treasurer. 
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Republic Iron & Steel Company 
COMMON DIVIDEND NO. 21 
At a meeting of the Board of Directors 
of the Republic Iron & Steel Company, 
a dividend of 1% on the common stock 
was declared payable March Ist, 1927 to 
stockholders of record February 15th, 1927. 
RICHARD JONES, JR., 
Secretary. 





SOUTHERN RAILWAY COMPANY 

New York, December 16, 1926. 
A dividend of one and three-quarters per 
cent (1%%) on the Common Stock of 
Southern Railway Company has been de- 
clared payable on February 1, 1927, to 
stockholders of record at the close of 

business January 10, Ke 

Cc. E. A. McCARTHY, Secretary. 
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Associated Gas and Electric 
Company 


61 Broadway, New York 


Dividends 


The Board of Directors has declared 
the following quarterly dividends: 


$6 Dividend Series Preferred Stock— 
$1.50 per share, payable March 1, to 
holders of record January 31, 1927. 


$6.50 Dividend Series Preferred Stock 
$1.6214 per share, payable March 1, 
to holders of record January 31, 1927 


Provision was also made for stock 
dividends, in lieu of the cash divi- 
dends, at the rate of 4.6/100ths of 
a share of Class A Stock for each 
share of $6 Dividend Series, and 
5/100ths of a share of Class A Stock 
for each share of $6.50 Dividend Se- 
ries Preferred Stock held. 


On the basis of $35.50 per share 
for the Class A Stock this is at the 
annual rate of $6.52 per share for the 
$6 Dividend Series and $7.10 per share 
for the $6.50 Dividend Series Pre-- 
ferred Stock. 


M. C. O'KEEFFE, Secretary. 














Meetings 





Commercial Investment 
Trust Corporation 


Notice of Annual Meeting 
New York, January 8th, 1927. 
To the Stockholders of Commercial Investment 
Trust Corporation: 

Notice is hereby given that the Annual 
Meeting of the Stockholders of 
Commercial Investment Trust Corporation 
for the election of seventeen Directors and 
to transact such other business as may 
legally come before the meeting will be 
held in the Directors’ Room on the 18th 
floor at the office of_the Corporation, 1 
Park Avenue, in the Borough of Manhat- 
tan, City of New York, State of New 
York, on Tuesday, February 15, 1927, at 


ten o’clock A. * 
FRANK W. COLLINS, 
Secretary. 
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To Presidents of Corporations: 


Keep the largest group of bona fide investors informed of 
your Company’s expansion by publishing your dividend 
notices in these columns. 


a 























Industrial and Financial Leaders 
Speak for Georgia 


Manufacturers will accept—at face value—the unanimous opinion of authori- 
ties such as cited below, upon industrial conditions of a section of the country— 
which these men have personally inspected. 

Following are excerpts from letters written by individual members of a group 
of industrial financiers from the North, who recently returned from a personal visit 
of inspection to Georgia and Alabama. 


PARIS Lb. RUSSELL, National Bank 
of Commerce, New York: “You have 
great natural resources for the devel- 
opment of industry. Up to now there 
has been a remarkable growth in indus- 
trial enterprises in your section and 
this growth has been hand in hand 
with the growth of power facilities.” 


of National Park 
“My strongest im- 
part 


R. L. CERERO, 
Bank, New York: 
pression is unquestionably the 
that water power development 
plays and should continue to play in 
the progress and prosperity of your 
Southern States. I have not overlooked 
your favorable labor conditions, which 
were brought to my attention wherever 
I went.” 


FREDERICK 8. BALE, 
Trust Company, New York: “To one 
who his been visiting the South at 
least annually for about 15 years, the 
steady increase in material resources 
has been apparent. However, the in- 
dustrial development in particular 
which has taken place in the last half 
dozen years is one of the most out- 
standing accomplishments in the indus- 
trial history of our country.” 


Bankers’ 


SIDNEY W. NOYES, New York Trust 
Company: “The sleepy South seems to 
have become very much awake. The 
cities we visited looked alive and the 
men alert. The water powers on the 
Coosa and Tallapoosa Rivers were par- 
ticularly impressive, and I hope to sce 
the Gorgas plant so as to more or less 
complete the picture in my mind.” 


C. E. GROSBECK, Electric Bond & 
Share Company, New York: “It was a 
privilege to see the great hydro-electric 
plants. Since my return I have 
run onto a number of the members of 
the party and all are more enthusiastic 
about the properties and the future 
prospects, and are loud in_ their 
praises.” 


Cc. W. HUNTER, of U. G. I. Contract- 
ing Company, Philadelphia: ‘The in- 
dustrial progress of Georgia and Ala- 
bama is growing at a rate very much 


now: 


greater than I anticipated. With 
cheap power and natural resources it 
would seem the situation is hard to 
beat.” 


J. F. MacCLELLAND, New York 
Trust Company: “It was most instruc- 
tive and I came away with the feeling 
that I had learned a lot and had seen 
a really big enterprise at a most inter- 
esting stage in its development.” 


WILLIAM GAGE GRADY, JR., Na- 
tional City Bank, New York: “With the 
rapid development of the South, which 
is sure to take place in the next few 
years, I believe the task of expansion 
will become greater each year.” 


ROBERT HAYDOCK, of Tucker, 
Anthony & Company, New York: “It 
seems to me that these sections have 
all the requisites for sound industrial 
growth; natural resources, a favorable 
climate, an abundant supply of Amer- 
ican-born, low living cost, improved 
railroad and shipping facilities and an 
ample supply of power.” 


WILLIAM H. PUTNADI, of Putnam 
& Company, Hartford, Conn.: “i think 
I was most impressed with the people 
in these states. They seem to be under 
such personal discipline and to have a 
tremendous energy and determination 
to improve themselves. So much so I 
believe the territory offers unusual 
opportunities.”’ 


G. W. CURRAN, of United Gas & 
Improvement Company, Philadelphia: 
“What I saw and heard of that portion 
of the South which I visited impressed 
me very favorably. The talks I had 
with some of the leading business men 
@mnvinced me that that section is rap- 
idly changing from an agricultural to 
an imdustrial one.” 


ROLLIN P. GRANT, of Irving Bank 
& Trust Company, New York: “The 
conclusions which seemed to be unani- 
mous with the party at the end of the 
trip were most favorable to the possi- 
bilities of the sections visited. Clearly 
the Southeastern part of the United 


States is coming and will continue to 
come fast.” 


GEORGE N. TIDD, of American Gas 
& Electric Company, New York: “An 
empire with a matchless climate and 
great natural resources, traversed by 
high tension power lines, vitalized by 
power from its many rivers, combined 
with a plentiful supply of 100 per cent 
American labor, can not but surely 
bring about the balance of industry 
and agriculture which makes for health, 
happiness and prosperity for all.” 

H. M. ADDINSELL, of Harris, 
Forbes & Company, New York: “When 
one considers the industrial develop- 
ment that was achieved by such states 
as Massachusetts without raw mate- 
rials, where in the early days factories 
had to be located near mechanical water 
powers, one realizes the opportunity 
that lies before this section with its 
great water powers, its great coal fields 
and other natural resources, and its 
network of transmission lines which 
make it possible for factories to be 
located at strategic points.” 


S. A. MITCHELL, of Bonbright & 
Company, New York: “With depend- 
able power at reasonable rates, unus- 
ually good water and rail connections, 
coal and iron deposits, climatic and 
geographical advantages, and an Amer- 
ican population, Alabama and Georgia 
should be leaders in the industrial de- 
velopment of the South.” 


F. P. LINDH, of Bonbright & Com- 
pany, New York: “After our visit to 
the Southeastern States, I returned 
more enthusiastic about the great ex- 
pansion that is taking place there. Not 
only have you material requisite for 
continued industrial development, but, 
in addition, I feel the people of the 
South have the will to progress, and 
with this combination there is no limit 
to their advancement.” 


MARRY H. BEMIS, of Curtis & 
Sanger, Boston: “The promise of future 
growth in the industrial development 
o* the country is bright and would 
seem to rest on sound foundations.” 


We invite correspondence from manufacturers interested in a location offering 
low power rates, low taxes, favorable labor conditions, and a climate without ex- 


tremes of heat or cold. 


There are many excellent reasons why 
manufacturers are turning to Georgia. 


GEORGIA RAILWAY4» POWER CO. 


ATLANTA 
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